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PREFACE 


DuRING the year 1937 various events happened in the United 
States which had an appreciable effect on the outside world. 
Similarly various things happened elsewhere which had im- 
portant repercussions here. The authors of this volume (the 
sixth in a series which began with 1931) have sought to re- 
port such events correctly, and in perspective. 

It goes almost without saying that the moment that some 
events are selected as important and others are rejected as 
unimportant, personal judgment comes into play. Thereafter, 
if the net result is to be a book and not an almanac, that same 
personal judgment has to be exercised over and over again, 
especially in the matter of grouping and emphasis. But it by 
no means follows that the authors of a book like this need be 
partisan or perverse. They can try to the best of their ability 
to do a responsible piece of work. 

Among other matters, they have tried to leave a record 
of the atmosphere in which men worked and hoped and 
feared and adopted political measures during the year 1937. 
It is an essential part of the story; for official action, to a 
considerable extent, is related to the temper of the times. 
In international affairs this temper is forever changing. In 
March 1938, when Hitler and his men were taking over 
Austria, the gloom of 1937 deepened into a species of panic. 
In April, with the conclusion of the Anglo-Italian under- 
standing, the pendulum swung back (for the time being at 
least) into the area of reassurance. What the prevailing 
mood of this current year will turn out to be, time alone can 
tell. The authors have dealt with the year 1937—which was 
their assignment. 











Viii PREFACE 


In the nature of things, they have had to base this volume 
primarily upon the study of current documentary material. 
But in their interpretations they have been greatly helped by 
the counsel of many friends experienced in the conduct of the 
foreign relations of this country. The authors are grateful to 
them for the time they have given and for the interest they 
have shown. Numerous courtesies have been extended by 
officials in the government departments in Washington— 
above all by those in the Department of State. 

Special thanks are due to Professor Percy W. Bidwell, Mr. 
Walter H. Mallory and Professor Arthur P. Whitaker for a 
critical reading of certain sections of the manuscript. Mem- 
bers of the Research Committee of the Council have provided 
much needed criticism and much appreciated encouragement 
at various stages of the book’s progress. However, since the 
authors have been given an absolutely free hand, all the re- 
sponsibility is theirs for what the book contains. 

Among the staff workers, Miss Wilya Gallus has aided in 
collecting and organizing material for the greater part of the 
volume; Mr. Charles Francis Johnson has rendered valuable 
research assistance in the preparation of the chapters dealing 
with the Far East; Miss Ruth Savord, librarian of the Council, 
has compiled the bibliography and aided in editorial revision; 
and Miss Maybelle Siegelé and Miss Irene Ransom have 
helped to prepare the manuscript for the press. 

W. H. S. 
W. O. S. 


CounciL House, April, 1938 
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CHAPTER ONE 
POWER AND DOMINION—1937 


THE first volume of this series of annual surveys—The 
United States in World Affairs—dealt with 1931. Six full 
years have gone by since then, marked by tension, crisis and 
conflict. Now, looking back, we can see that this relatively 
short period constitutes the first section of a new chapter in 
history. It is impossible to guess when the chapter will end, 
or what the experience of mankind within it will be. But 
this much we do know—that continuity with the preceding 
period has been broken. And this much we suspect—that 
civilization is on a long march into unfamiliar country. 
Pre-war society in the leading countries of the world re- 
garded the teachings of the Christian Church as basic, took 
capitalism for granted, set a high value on free speech, a free 
press and scientific inquiry, promoted international trade, 
exalted the democratic process, and possessed almost mystical 
faith in the idea of progress. During twelve transitional years 
of trial and error, post-war statesmanship (except in Russia) 
sought to restore these elements to their former primacy. Italy, 
to be sure, had a fancy for a political experiment called Fas- 
cism; but this was not regarded elsewhere with particular 
misgivings, since a modus vivendi had been worked out with 
the Vatican, the State itself had become “‘capitalist,” the dis- 
sentients had been let off with castor oil, and, most important 
of all, Italian railroad trains had been made to run on time! 
Even Signor Mussolini’s more bombastic speeches were not 
taken over-seriously. “Between 1935 and 1940,” Mussolini 
had said in May, 1927, “we shall find ourselves at a point 
which I should call a crucial point in European history—we 
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shall be in a position to make our voice felt, and to see, at 
last, our rights recognized.” If the Italian temperament liked 
this kind of moon-mongering, well and good: no doubt it 
was helpful in restoring national self-respect after a some- 
what unsatisfactory war record, and a still more unsatisfactory 
peace settlement! The world’s business was to get back to 
“normal,” and this could be done, men thought, by isolating 
Communism, preventing war, and adjusting the machinery 
of capitalism to changed conditions. The treaties of peace 
were upheld by the victorious powers and accepted by the 
defeated powers as the framework within which recovery 
would have to take place. The patient required skillful nurs- 
ing. He would have relapses, of course, but he ought to come 
out of them all right. Provided always he could escape chills, 
and not get pneumonia. 


II 


In 1931 he got it. The world-wide economic depression be- 
came a world-wide panic. The Austrian Kredit Anstalt 
failed, a financial hurricane swept through Germany, 
Hoover’s moratorium was rushed into the breach, Great 
Britain went off the gold standard, the United States was 
drained of $665,000,000 gold in less than a month’s time, 
Premier Laval of France made an emergency trip to Wash- 
ington, and “the feet of the young men were at the door,” 
ready to carry the corpse of reparations out of the house. 

The story of that year was a story of economic collapse 
everywhere, evidenced by bankruptcy, unbalanced budgets, 
exchange restrictions, and trade stagnation. It dealt, as did 
the diplomats of 1931, with the ruinous price levels of oil, 
rubber, copper, tin and silver. It reported the failure of the 
World Wheat Conference and the surrender of Brazil’s “In- 
stitute for the Permanent Defense of Coffee.” Across the 
loom of history events like these were worked into a fabric 
that was uniform and somber. The waters of the war, the 
peace that was no peace, the prosperity that was no prosper- 
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ity, had washed back and forth through the stuff of civiliza- 
tion until it was as drab as a rat’s back. 

But against that gray background some devil swinging a 
paint-pot (or, as it may turn out, some god) had thrown 
splotches of color “‘no bigger than a man’s hand.” They made 
no pattern yet. They stuck out here and there from the canvas, 
waiting for time and circumstance to join them up, to give 
them design and meaning. Such a vivid event, for example, 
had taken place in Central Europe. Late in 1930, a minority 
party of the German Reichstag described as “National So- 
cialists (Hitlerites) ,”” hostile to the Republic and to the con- 
stitution of Europe as fixed by the treaties, had increased its 
popular vote between elections from eight hundred thousand 
to six and a half million. ‘The outcome showed that inside 
Germany the progress toward political stabilization and con- 
ciliation represented by the Dawes Plan, the Locarno Treaties 
and the Young Plan had been lost.”* So when six months 
later, a suddenly galvanized Germany proposed to enter into 
a customs union with Austria, up rose the French with all 
their old intransigeance. The Customs Union was abandoned 
by the parties to it, and Hitler’s minority movement suffered 
a setback. Nevertheless, in two years more and in spite of 
all the preventive measures taken under the philosophy and 
authority of the post-war settlement, the Third Reich was a 
reality—the creation of that same Hitler. And within the 
four short years between then and the end of 1937 repara- 
tions had been canceled, the Treaty of Versailles had been 
repudiated root and branch, the Rhineland had been reoc- 
cupied, and Germany had experienced an almost unbroken 
succession of diplomatic triumphs. She had become a nation 
in arms, superior if not supreme in the air. She was regi- 
mented in submission to the idea of the State and to the will 
of its Head. Her known ambitions were formidable and they 
hung like a pall over the precarious peace of Europe. 

It was likewise in 1931, on the night of September 18th, 

*The United States in World Affairs, 1931, 105. 
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that the Japanese army, near Mukden, fired the first shot in 
its campaign to control Manchuria. Since this attack on China 
violated obligations which Japan had assumed in 1919 in 
the Covenant of the League of Nations, and again in the 
Nine Power Treaty signed at Washington in 1922, and again 
in the Kellogg Pact of 1928, she was grilled by foreign 
opinion as no nation, professedly at peace, had ever been 
grilled before. Protests by the British authorities, whole- 
hearted criticism by the American Department of State and 
strong condemnation by the League—all were directed 
against this act of plunder. Nevertheless, in spite of the “‘or- 
ganized opinion of mankind” Manchuria was conquered in 
quickstep, and ‘““Manchukuo” was set up as a puppet state, 
with a puppet regent who was elevated in 1934 into a puppet 
emperor. The victorious Japanese organized their depend- 
ency, and the rest of the world, with the lone exception of 
El Salvador,? “saved face” by the passive policy of with- 
holding diplomatic recognition. 

In 1935 Japan undertook the systematic subjugation of 
the five northern provinces of China. In 1937 her army (out 
of hand or not out of hand as the case may be) let loose with 
bombs on Peiping, Shanghai, Hankow, Tientsin, Suchow, 
Hangchow, Nanking and Canton. Uncounted tens of thou- 
sands of Chinese—soldiers and civilians, men, women and 
children—were massacred, with such success that by the end 
of the year the Japanese army dominated the whole of China 
north of the Yellow River. Without a declaration of war, 
with little damage to her military machine, and without yet 
drawing fire from Russia, Great Britain, the United States, 
France, the Netherlands or any other interested power, Japan 
had attained all her disclosed military objectives. 

A British envoy and an American gunboat had been 
attacked. The powers which held concessions in the Inter- 
national Settlement at Shanghai had been told that the ad- 
ministration of that area would be taken over by the Japanese. 

* Italy recognized ‘‘Manchukuo” in 1937. 
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Russia had been baited, repeatedly and recklessly. The French 
had been warned to stop shipping arms to the Chinese 
through Indo-China. Great Britain feared the loss of Hong- 
kong, and the Philippine government, having won the prin- 
ciple of independence, reversed itself in part and hoped for 
the continued protection of the United States. Singapore was 
strengthened, and the Netherlands increased her military ap- 
propriations in order to defend the East Indies in case of 
attack. 

Japan rode high on the storm that she had conjured up. 
For the moment, and possibly for all time, she was mistress 
of the Far East. She had declared her “intention of maintain- 
ing permanent peace in the Orient as the divine mission of 
Japan,” and to accomplish this end she had turned China 
into a shambles. Her next move, in whatever direction, might 
plunge the rest of the world into war. 

It is hard to believe that in the year of 1931, when Ger- 
many first reasserted herself and Japan first moved on Man- 
churia, Mussolini’s Italy was a loyal member of the League 
of Nations, suspicious of Germany, unperturbed about Rus- 
sia, and inclined, on all appropriate occasions, to associate 
herself with the continental policy of Great Britain and 
France. Nevertheless, in spite of this orientation in 1931, the 
Italian army in four years more was reducing the black popu- 
lation of Ethiopia to a bloody pulp with the aid of every 
improved military weapon, and by 1937 at least 40,000 Italian 
troops were in the Spanish cockpit fighting alongside the 
insurgent general Franco. When the year had ended, Italy 
was no longer a member of the League. She had become alien- 
ated from France: she was at swords’ points with the British 
Commonwealth. Like Germany, like Japan, she had repudi- 
ated all the basic international contracts to which she had 
set her hand and to which, in the main, she had given her 
support during the transitional years following the Great 
War. 

So the forces of change thrust up three great world powers 
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with common characteristics—Germany, Italy and Japan. 
In them the Christian Church had no effective influence. In 
two of them private enterprise had been supplanted by state 
economy, and in the third the trend had been so strongly in 
the same direction that the final transformation might take 
place by decree over any week-end. Free speech was not coun- 
tenanced, a free press was regarded as an anachronism. Sci- 
entific inquiry had been harnessed to the flywheel of national- 
ism, and nationalism had been geared to the dynamo of war. 
International trade served the needs of the state only in its 
military character, and the democratic process had been re- 
jected as infantile and degrading. 

These three powers openly sought imperial ends; they 
sought prestige, territory, economic resources and increased 
military strength. Each of them had its “divine mission” — 
Germany to become supreme on the continent of Europe, 
Italy to restore the greatness of ancient Rome in the Medi- 
terranean, Japan to rule the Orient. If no one of them had 
yet declared war on any leading democratic state, each one 
of them had declared war on all the things that make any 
democratic state worthy of the name. 

These three aggressive nations, formidable singly, had 
made themselves still more formidable by entering into un- 
derstandings with each other. The Rome-Berlin axis of 1936 
gave Germany and Italy a common front behind which to 
pursue their separate policies; the German-Japanese anti- 
Communist pact at the end of that year threw a second axis 
across Russia; and within twelve months, by the extension 
of this pact to Italy, the engineers of Fascism had established 
a triangle binding Rome to Tokyo via Berlin. 

The truth slowly revealed itself that a world revolution 
was under way, that a world war was possible, and that the 
nations other than these three were offered the choice of 
submitting to the rising tide of force, or of resisting it. 
“Once upon a time” they had accepted Fascism as an oddity, 
not inconsistent with their own dim ideas of Italian history 
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and culture. Some had accepted Hitlerism as an aggressive 
self-assertiveness arising out of an inferiority complex easily 
recognized by anyone who understood the rudiments of psy- 
choanalysis! Some had accepted Japan’s depredations in Man- 
churia because Japan was a “have not” power which wanted 
to be a “have” power, and that was human nature. They 
were not happy to entertain ideas such as these, but they were 
willing to do so; such an attitude seemed to them to be part 
of the open-mindedness of civilized men. Others looked for 
the dictators to tumble, but the dictators did not tumble. They 
counted on controlled economy to get out of control, but 
nothing happened except that the economists were proved 
wrong. They waited for Truth, which is Great, to Prevail: 
forgetting the fact that, whatever Truth may be, there are 
large areas of the world in which even the means of trying 
to find it do not exist. They talked themselves into the thought 
that no one wanted war, in spite of the fact that 185,000,000 
persons in three nations were being regimented for it, and, 
in the last analysis, for nothing else. They rationalized thus 
and they called it reasoning, waiting for their old friend, the 
Idea of Progress, to resume. 

But their old friend was occupied elsewhere, having been 
beset by thugs. One of them rallied him, asking, “Will 
not that process of change, for which Progress is the opti- 
mistic name, compel ‘Progress,’ too, to fall from the com- 
manding position in which it is now enthroned?” And an- 
other said, “A day will come when a new idea will usurp its 
place as the directing idea of humanity. . . . It will be the 
criterion by which Progress and all other ideas will be 
judged . . . and it too will have its successor.” 


Ill 


In the pictorial section of the New York Times of Sunday, 
December 12, 1937, there was a photograph of Dr. Thorn- 
well Jacobs, president of Oglethorpe University, Atlanta, 
* J. B. Bury, The Idea of Progress, 352. 
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Georgia. Dr. Jacobs was engrossed, so the caption read, in 
a study of “plans for the steel doors of the Crypt of Civiliza- 
tion in which will be stored records of life today.” And what 
would the crypt contain? “‘Motion-picture films, newspapers, 
records of music, and familiar objects like chewing-gum and 
canned peaches will be sealed in the vault below the univer- 
sity library, not to be opened until the year 8113.” 

Surely there can be no two sane views concerning the wis- 
dom of preserving the relics of this present generation for 
scientists more than 6,000 years hence to paw over! Still, 
if funds for the crypt have already been found, if the hole 
has already been dug, if Charlie McCarthy can be got (on a 
royalty basis) to speak at the dedication exercises, if the can 
company will agree to pay its percentage for the sake of the 
publicity, if the gum company will kick in with its quota, and 
if it is altogether too late to stop this terrifying enterprise 
by petition, injunction, writ of duces tecum or Papal Bull— 
then let us have a complete presentment of our so-called 
civilization, “warts and all.” 

May we have in that vault, please, one standard kidnapping 
outfit. Item: Film of the Chicago May Day riots of 1937. 
Item: One gat thrown away by the Big Shot after pumping 
a couple of dicks full of lead. One Ku Klux Klan hood. One 
oath of membership in the Black Legion. One medium-length 
lynching rope. One instruction-book for infants’ gas mask 
drill issued by the county authorities of Essex, Middlesex, 
Bucks, Herts, and Hants. Item: Sound reel of a Nazi purge. 
Insert: Russian Trotskyist trials, complete with purge. Moroc- 
can Aryans purging Madrid. Japanese airmen briskly purging 
a column of Chinese refugees. Item: Gift copy of Bruno Mus- 
solini’s exploits in the Ethiopian War, to illustrate contem- 
porary sport and merrymaking: ‘““We flew over some horse- 
men unobserved and immediately dropped our load of ex- 
plosives. I remember that one group gave me the impression 
of a budding rose as the bombs fell in their midst. It was 
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exceptionally good fun.” Item: Liver of blaspheming Jew, 
nose of Turk and Tartar’s lips. . . . 


IV 


In the long run the only thing that really mattered, when 
the year 1937 came to be reviewed, was the probable trend 
of events in the future. There was no way of gauging this 
with any degree of certainty; but it was entirely possible— 
and it might have some bearing on one’s view of that future 
—to look at the trend of events in the recent past. 

Certainly the Christian Church, as an institution which set 
standards of moral conduct for its membership, had declined 
rapidly in late years both in followers and in influence. The 
word “Christendom” as a descriptive ideal, had no more 
meaning. It seems hardly credible today that so recently as 
1910 the Christian brotherhood, well equipped with faith, 
funds and a slogan, undertook “The Evangelization of the 
World in this Generation.” For within that same generation 
the tide turned in exactly the opposite direction. The Great 
War made a mockery of Christian teaching, Bolshevism threw 
filth at it, National Socialism ran it into concentration camps, 
Fascism patronized it; and in the democracies which still re- 
mained nominally in the faith, Christianity ceased to be the 
dominant strain of national culture. 

The very spiritual forces that owe their existence to Chris- 
tianity had turned against it and had become the centers of 
anti-Christian revolt. 


Nationalism owes to Christianity its high and almost mystical con- 
ception of the nation as a spiritual unity—a sacred community for 
which the individual will gladly sacrifice his life; yet, divorced from 
Christianity, this conception becomes a principle of hatred and de- 
struction. Liberalism and democracy owe to Christianity their hu- 
manitarian idealism and their faith in progress; yet this idealization 
of humanity has become a substitute for the Christian faith in a 
divine order, and has made it possible to regard secular civilization 
as man’s final end. Socialism derives from both Christianity and 
Judaism its passion for social justice, and for the rights of the poor 
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and the disinherited; yet this passion has become the driving force 
of the Communist attack on Christianity and the basis of a social 
atheism which leaves no room for human rights and spiritual 
freedom.* 


So, in his inaugural lecture at Oxford not many months 
ago, the Regius Professor of Greek could say: “In the revolu- 
tion of thought through which we are living, the profoundest 
and most disturbing element is the breakdown of that ethical 
system which, since the days of Constantine, has imposed 
upon European culture at least the semblance of moral unity.” 
And, looking forward to 1938, just at the turn of the year, 
an eminent Swiss theologian saw “the end of Christianity in 
its modern concept’”’ and envisaged in its place a new Church 
born of “poverty, persecution and the pressure of the state” 
whose members would meet secretly, as now in Russia and 
Germany, “in catacombs, streets and private houses,” to teach 
religion to their children.® 

It dramatized the helplessness of the Christian faith in 
Germany that a clergyman and war hero, Dr. Martin Niem6l- 
ler, should be in prison, awaiting trial by a “special ecclesias- 
tical court’’ to be established in order to insure his conviction® 
and that the charge against him was to be High Treason.” 
It proved the impotence of the Church that Dr. Goebbels 
could calmly announce that certain “gentlemen-pastors” 
would be treated in the same way as Communist traitors. 
Step by step with the deterioration of the Christian Church 
and its power went the glorification of the state. Therefore, 
appropriately, could this same Goebbels, hating the guts of 
the gentlemen-pastors, baptize a “political church” at Bad 
Seegeberg in the following words, “Here for all time, for 
years, decades, centuries, be the word of the Fihrer pro- 
claimed pure and unfalsified! May this festal shrine be a 


“Christopher Dawson, Religion and the Modern State, xxi. 

*Dr. Adolf Keller of Zurich, speaking before the Clergy Association of 
New York, January 6, 1938. 

* Reichspost, November 6, 1937. 

™ Die Deutsche in Polen, November 21, 1937. 

















POWER AND DoMINION—1937 II 


political church of National Socialism! . . . In this sense 
I declare this shrine open; today for the first time shall our 
ancient battle-cry be heard in this place: Adolf Hitler— 
Victory! Victory! Victory!’’® 

Certainly some recent trends were unmistakable—not only 
the decline of the power of the Church, but the increasing 
lack of faith in international law and international treaties, 
the mistrust of politicians and their parties, the readiness to 
sacrifice pride and principle for the assurance of security. 
These tendencies existed in the democracies as well as in the 
totalitarian states. The peculiar genius of Fascism was that 
it recognized these weaknesses and turned them to account. 
For a declining Church it substituted a god-like state, for the 
gruel of internationalism it substituted the wine of national- 
ism and racial destiny, for the weakness of representative 
government it substituted dictatorship. Finding its people 
in poverty, it gave them bread: finding them unhappy, it gave 
them circuses. 

One remembers what first shook Capitalism to its founda- 
tions. It was not the book that Georges Sorel wrote to ex- 
pound the technique of revolution, nor was it the assault on 
Capitalist theory conducted by Karl Marx. It was because a 
Communist state, comprising 165,000,000 persons, emerged 
from the chaos of the World War—and managed to survive. 
Until that remarkable event occurred, the proponents of Capi- 
talism could say truly and effectively in answer to all theorists, 
that theirs was the only practical system, whatever its limita- 
tions might be, that could cope with the economic problems 
of the modern world. 

So today democracy is threatened, not because critics have 
exposed its shortcomings, but because dictatorship is a po- 
litical system which exists in fact, and so far sustains itself 
without breaking down. It offers a living alternative form of 
society to those who have grown tired resisting “the degra- 
dation of the democratic dogma,” and to those who have 


* Volkischer Beobachter, October 11, 1937. 
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become sick of politicians who are willing to play ducks and 
drakes with the national welfare in order to get power and 
keep it. 

And lastly the Christian Church is in danger of its very 
life, not because it has failed to fulfill its high aspirations nor 
because it has been jeered for its professions all the way down 
the line from Golgotha to Bad Seegeberg, but because a 
positive, militant institution, the totalitarian state, calls for 
sacrifice, compels obedience, proclaims its divine mission and 
marches as to war, defiantly breaking the arms of the Cross 


at right angles to carry it as swastika at the head of the 
column. 


V 


When in great numbers over rapidly expanding areas men 
lose their lives, their property, their liberty, and their faith, 
when governments change their form and old masters are 
changed for new—that is revolution. When civilized society, 
as a whole, undergoes such experiences, that is world revo- 
lution. If, in these extremes, world war should break out, 
the consequences would be catastrophic. That was precisely 
the state of international affairs at the end of 1937. 

It is of the greatest importance, in looking at the past year 
as a clue to the future, to distinguish between the revolution 
through which the world was passing, and the general war 
which the world feared. There is clear opposition, for ex- 
ample, between the principles which are hotly held in the 
totalitarian states, and those which are still asserted in the 
democracies. But to jump from this fact to the conclusion 
that there is a “war of ideologies” between the two systems 
of life and government, is unwarrantable. For one of the 
distinguishing things about democracy is that it as no ide- 
ology, is no ideology. It welcomes many opinions, tolerates 
many creeds, protects minority interests, gathers political 
parties, like foxes, under its tunic without squirming, gov- 
erns best by governing least—and suffers fools gladly. It pro- 
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ceeds on the theory that the state exists for man, not man 
for the state; and it observes the principle that, however im- 
portant the ends of organized society may be, it is even more 
important that these ends be attained only by democratic 
methods. 

Thus democracy is not an “ideology” within the current 
meaning of that word. It lacks a complete and consistent set 
of interlocking dogmas. It is not a fighting creed. It bears no 
resemblance to politically organized passion such as directed 
the Spanish Inquisition, Cromwell’s Protectorate, the French 
Revolution, Trotsky’s Russia—and today, Hitler’s Germany. 
It is true that democracy, as such, once did put on shining 
armor to fight “for the right of those who submit to authority 
to have a voice in their own governments, for the rights and 
liberties of small nations, for a universal dominion of right 
by such a concert of free peoples as shall bring peace and 
safety to all nations and make the world itself at last free.’”® 
But that crusade did not pan out as advertised; and though 
there is available today another chance for democracy, as such, 
to get on horseback and ride off to make the world safe, that 
opportunity will probably not be seized. 

The different metamorphoses of society which had already 
taken place in Russia, in Italy, and in Germany, and the im- 
pact of revolutionary ideas on Hungary, Turkey, Poland, 
Austria, Portugal, Yugoslavia and Rumania, all went to show 
that the struggle between democracy and totalitarianism was 
essentially a civil, not an international, conflict. Even in 
France, Great Britain and the United States certain forces 
were at work which had transformed society elsewhere. In 
one of these democratic countries or the other, and some- 
times in all three, there could be discerned tendencies toward 
greater centralization of power, toward the elimination of all 
but one “national” political party, toward control of the radio 

* Woodrow Wilson, in his address to Congress, April 2, 1917, Ray Stan- 


nard Baker and William E. Dodd, The Public Papers of Woodrow Wilson, 
V, 16. 
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and of the press. The democracies, like the totalitarian states, 
knew the meaning of trade restrictions, currency manage- 
ment, industrial control, and unbalanced budgets. The British 
government instituted a short-wave international broadcast 
to offset Italian propaganda; France held herself together 
behind a Popular Front; and New Deal zealots in the United 
States shouted for a party purge. 

The primary duty of democratic man (and perhaps even 
this was more than he could compass) was to save democ- 
racy at home, and confine his ideological anxieties to what 
might happen within the limits of his own state. For the tide 
was running fast against him—not because of a Roosevelt, 
or a Chamberlain, or a Chautemps—but because of forces 
which had laid hold of humanity, greater than these constitu- 
tional heads of democratic states, greater even than the dic- 
tators. This he was bound to know. 

Likewise he knew—he who laid store by the rights and the 
liberties which were still his in a democratic society—that in 
any general war which might come, individual liberties would 
be utterly submerged as they had been submerged in the dic- 
tatorships; that after such a war, characterized (as in Spain 
and China) by mass killings, property destruction, economic 
chaos and human barbarities on a scale hitherto unseen, demo- 
cratic principles would probably lie buried for generations; 
and that for democracy to try to save itself by surrendering 
its principles in order to carry on a war in which it would 
be obliterated, would be the crowning madness of mankind. 

On the other hand it was his misfortune to observe (not as 
a theorist) that the Far East was running blood like a slaugh- 
ter-house. He saw two men, Hitler and Mussolini, both of 
them, either of them, holding the power of life or death over 
civilized Europe. He had heard Great Britain, France and 
the United States, in varying degrees, directly challenged by 
the dynamic nations, prepared and schooled for war. He 
knew that collective security offered no security, that inter- 
national treaties safeguarded nothing, and that the possibility 
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of war—just plain war, without benefit of ideology—was so 
great that it could no longer be ignored. 

So it was that, one by one, the democratic states found 
themselves across the Rubicon of rearmament. France had 
been there since early days when she began to barricade her- 
self behind the Maginot Line. Great Britain crossed later, 
calling up a vast naval and aircraft program. Lastly the United 
States, taking with her the largest military and naval budget 
in her peace-time history. 


VI 


During 1937 by the grace of God and in spite of inflamma- 
tory talk and gross ineptitudes, the threatened war did not 
break out in Europe. But there were changes in the aggregate 
and distribution of power, nevertheless, indicating a certain 
strength in the dictator countries where weakness had been 
suspected, and certain weaknesses in the democratic coun- 
tries where strength had been assumed. In the shift of pieces 
on the chessboard France lost the support which she had 
previously received from Yugoslavia and Rumania; the for- 
eign policy of Poland became even more unpredictable; Rus- 
sia withdrew from the continental arena to deal with internal 
troubles, and the position of Czechoslovakia, isolated in the 
center of Europe, became far more vulnerable to German 
ambitions than heretofore. 

Pressure on the British Commonwealth from the German 
drive for colonies and the German threat to extend control 
into Eastern Europe, coupled with continued rasping efforts 
on Italy's part to undermine the British position in the Medi- 
terranean and on its adjoining shores, capped by Japan’s mili- 
tant attitude toward British interests in the Far East—all 
served to emphasize the superhuman task of self-defense 
which geographic circumstances forced upon the Common- 
wealth. Nor did the conference of Dominion Prime Minis- 
ters, held in London during the summer, give any ground for 
believing that an acceptable foreign policy and an acceptable 
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defense program could be found at hand or improvised to 
order to meet the Commonwealth’s needs. 

Belgium, having hitherto considered that her interest was 
best served by allying her policy and her armed forces 
with those of France, shook off this long association and 
adopted the position of a neutral state. And the northern 
countries which, on the whole, had stood with Great Britain 
and France so long as the League of Nations was an instru- 
ment of peace and the principle of collective security was 
potentially effective, decided to withdraw from active par- 
ticipation in European developments and let the balance of 
forces on the continent shift about as it pleased, without 
help or hindrance from the northern group. 

If Great Britain enjoyed a relatively prosperous year, thanks 
in some measure to a vast new armaments program, no less 
could be said of Germany. And if keen observers of the oper- 
ation of the German closed economy thought they detected 
a steady deterioration of the quality of food and clothing 
available for Hitler's people, other economists, notably John 
Maynard Keynes, thought they saw signs of economic reces- 
sion in England despite the arms program, and urged the 
government to prevent a more serious decline by providing 
Treasury funds for public works. 

So far as France was concerned, her internal political situa- 
tion was grievously bad. Léon Blum took the reins of govern- 
ment in one crisis, dealt with it drastically, and went out of 
office when his drastic action eventually bore fruit. There 
were strikes to compose, measures to be taken to save the 
franc, and political antipathies to reconcile—nor was there 
ever a moment when the nation was free from the danger of 
being precipitated suddenly into the arms of Fascism or 
Communism. 

It was true that the two democracies—Great Britain and 
France—had between them an abundance of gold. It was 
true that they had a pronounced advantage in access to raw 
materials. It was true that their navies, taken together, were 
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more than a match for those of Italy and Germany.: It :was 
true that they had adopted measures of rearmament which, 
if carried out, would strengthen them in the air and give 
them still greater superiority on the sea. And in case of war 
the command of the sea might prove to be a vital factor. But 
on the whole, when the twelve months of 1937 had run their 
course, the great democracies of Europe had lost ground to 
the great dictatorships of Europe, and the time factor which 
was supposed, in the higher strategy, to favor the democracies 
while they slowly gathered strength, seemed to have worked 
against them. 


VII 


People in the United States were much concerned about the 
condition of Europe all through 1937. They saw the critical 
position in which Great Britain and France were placed. 
They admitted to themselves, when they reflected, that an 
outbreak of general war would ruin American trade and 
cripple the nation for years to come. Yet the country as a 
whole had no idea of getting ready to take part in a Euro- 
pean conflict, or of making sacrifices in order to prevent it. 
Perhaps half the people felt that the United States had 
blundered when she “joined up” a generation ago. In their 
minds there could be no good reason for repeating the mis- 
take, whatever the consequences of standing aside might be. 
“To keep out of war’’ and to remain at “peace at any price” 
were put forward by Congressmen as the objectives which 
transcended all other objectives of American foreign policy. 

Isolation insured by statute—that was the sort of passive 
self-quarantine that many American people had in the back 
of their heads, long before President Roosevelt, in his Chi- 
cago speech of October 5, used the word “quarantine” in 
another and active sense. So fixed was this determination to 
have nothing to do with Europe's troubles that in the neutral- 
ity battle in Congress early in the year the President had to 
surrender a certain amount of discretion in the conduct of 
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foreign relations. And he would have had to surrender more 
of it, had he not taken hold with a firm hand and applied 
strong political pressure on Congress, using the argument that 
the danger of getting into war did not lie in giving latitude 
of action to the Executive, but in tying him up with rigid rules 
and abstract mandates. 

The country, during the period of that legislative fight, 
was enjoying a mild flush of prosperity. Recovery, it seemed, 
was finally on its way; so much so that the cannier ones were 
passing out the tip that, not this year nor next year, but prob- 
ably in 1939 or 1940, the boom now in the making would 
collapse. Meanwhile, said others, what greater contribution 
could the United States make to the cause of peace than to 
demonstrate to a dictator-ridden world the material blessings 
of a democratic society? Thus, at mid-year domestic matters 
were proceeding satisfactorily. Industry had apparently re- 
covered from the spring shock of strikes and wage increases, 
and part, at least, of the country felt encouraged by the fact 
that the Senate had defeated the President’s plan for the 
radical reform of the Supreme Court. Taxes were excessive, 
yes: and one novel revenue-raiser, aimed at the undistributed 
surplus of corporations, made the trained economists wonder 
how plant expansion was to be financed and how corpora- 
tions could protect themselves against the inevitable rainy 
day. But in spite of these bugbears current business was sur- 
prisingly tenacious. The railroads had a huge amount of 
equipment buying to do, long-deferred maintenance of rail- 
way properties could presumably now be undertaken, the 
public utilities (given a breathing-spell from political at- 
tacks) could easily spend up to $3,000,000,000 in plant de- 
velopment—and the field of housing, hardly more than 
scratched since the days of the depths of the last depression, 
offered possibilities of exploitation that seemed fabulous. 

Whereupon and without warning two things happened 
in the affairs of the United States—both of major importance. 
Industrial production, stock prices, bond prices, employment, 
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and confidence in the future “rounded out their tops,” and 
from then on they all fell faster than they had ever fallen in 
an equal length of time during the Hoover depression. With 
the result that by the end of the year production had declined 
from an index figure of 106 to around 80, stock prices had 
lost more than two years’ gains, second-grade rail bonds stood 
once more where they had stood in the days of state-wide 
bank closings, and a census of unemployment indicated that 
there were again 10,000,000 people out of work. 

It is not the business of this book to sort out the causes of 
the collapse and try to weigh the relative importance of the 
economic, political and psychological factors which started it 
and intensified it. It is important, however, to observe that 
because of this slump the example of American prosperity 
as a kindly light amid the encircling gloom of dictatorships 
was not so bright and shining as it might have been! By the 
end of 1937 the effect of the debacle (even though it might 
yet turn out to be temporary) was being felt elsewhere, par- 
ticularly in England, where a stupendous five-year rearma- 
ment program was under way, predicated for its success upon 
the continuation of relatively prosperous times. 

The second event which jarred the United States in mid- 
summer was the Japanese assault on China. And the two dis- 
turbing developments were linked to each other in a curious 
way; for the attack on Manchuria in 1931 had been launched 
just at the moment when the earlier depression was nearing 
its worst: and now the second onset of Japanese aggression 
was taking place, by accident or by sharp perception, at the 
moment when the United States was about to experience an- 
other collapse. 

For several years past the foreign policy of the United 
States had been based on a few plain ideas: to keep out of 
Europe’s broils; to cultivate good-will among the Latin 
American countries; to recognize (especially in the Far East) 
no gains won by force of arms; to stimulate international 
trade by the negotiation of reciprocal agreements; to promote 
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universal disarmament; and to give indirect support to the 
theory of collective action against aggressor states. But now 
there was no longer any collective action, in the true sense, 
for the United States to back up even inferentially. The 
possibility of arms limitation had been fading ever since 1934, 
when the conference at Geneva ended its work without any 
substantial accomplishment. Non-recognition of the synthetic 
state of “Manchukuo” had not caused Japan to abandon her 
mission to conquer and rule the East. And as economic 
conditions in the United States got worse, opposition grew 
to the program of increasing foreign trade by reducing pro- 
tective barriers. The principle of dealing with Latin Ameri- 
can countries on the good-neighbor basis was still the policy 
at Washington, but further positive steps in this direction 
were less easy to take when more than one Latin American 
state was apparently backsliding from the forms of democ- 
racy. 

Confusion worse confounded abroad, frustration on the 
economic front at home, “‘jitters,” as President Roosevelt 
called it, in the pit of the stomach of democracy—these were 
the conditions under which the foreign policy of the United 
States had to be fashioned during the last quarter of 1937. 
The course of action which the Administration chose to 
follow will be related in detail in its proper place toward the 
end of this volume. But this much can suitably be said here: 
that from the day in July when the Japanese army cut loose 
on China proper, the foreign policy of the United States took 
on a tone and an insistence that had been missing for five 
years. The change began with the official note of deep con- 
cern addressed to China and Japan, and was followed by 
President Roosevelt's “quarantine” speech, the Brussels Con- 
ference, and the diplomatic handling of the bombing of the 
United States gunboat Panay. Secretary Hull yielded nothing 
to his predecessor in office, and Colonel Stimson had the 
satisfaction of seeing the principles for which he had put up 
a fight in 1931 and 1932 confirmed and invigorated in 1937. 
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This attitude toward Far Eastern issues, as it evolved dur- 
ing the second half of the year, was not the result of any 
popular demand for firmness. In each successive step the 
President and the Secretary of State moved well ahead of pub- 
lic opinion. Yet public opinion acquiesced. Under the Neu- 
trality Act passed in the spring the President had the dis- 
cretion to find, or not to find, that a state of war existed 
between Japan and China. He did not so find: therefore the 
provisions of the Neutrality Act, all of which depended upon 
such a finding, did not come into effect. Since neither 
Japan nor China had declared war on the other, President 
Roosevelt's position was scrupulously correct. Only a few ex- 
treme critics pointed out that “if the President didn’t know 
that a war was going on in China, he was the only one in the 
world who didn’t.” But the point was not pressed. The Neu- 
trality Act had been drafted with an eye to the possibility of 
a European war, and when it was discovered that its appli- 
cation in the Far Eastern situation would probably do more 
damage to China than to Japan, popular interest in the act 
cooled off. Oddly enough, many people began to say that 
American foreign policy had come to a pretty pass when 
the mere declaration of war by China or Japan could force 
the United States to go under the régime of the act! 

The bombing of the Panay in December showed that in- 
cidents could happen, fatal to non-participants, just as easily 
without a declaration of war as with it. Voices were raised 
urging the government to withdraw its troops lawfully sta- 
tioned in China, to evacuate all American civilians, whatever 
their business there might be, and to abandon all thought of 
protecting property, regardless of what might happen to 
American prestige in the Far East. But there was also solid 
support throughout the country for the forceful demands 
made upon Japan for apology, damages, and punishment of 
the Panay offenders, and for guarantees against the repetition 
of such acts in future. And there was admiration expressed 
in many different quarters for the diplomatic technique ex- 
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hibited by the Department of State, sharpened and drama- 
tized by the President himself. 

There was vague talk of war. In responsible quarters this 
attitude of mind was deprecated, but not without the realiza- 
tion that the policy of the United States, if steadfastly pur- 
sued, might lead to that result. For American lives had been 
lost, American property had been destroyed, and the stake of 
the United States in the Far East was rapidly disintegrating. 
It was no mere coincidence that, at this juncture, Congress 
was presented with the largest military and naval budget in 
its peace-time history, coupled with an intimation from the 
President that a huge additional emergency appropriation 
for the same purpose would be requested. 

Nor was it a coincidence that, during this phase of the Far 
Eastern crisis, Great Britain and the United States took 
parallel action vis-a-vis Japan whenever the circumstances 
were parallel. Nor that France, as occasion called for it, fol- 
lowed a course similar to that of the two English-speaking 
democracies. Without any formal alliance, treaty or under- 
standing, without an axis advertised to the world, Great 
Britain and the United States worked more closely with each 
other in their Far Eastern policy—and France with them— 
the more they came to realize the growing danger to their 
separate interests, and the importance of seeing eye to eye on 
certain fundamentals. Whether this slow, half-mistrustful 
convergence of the three countries would continue, and what 
effect it might have upon international peace was a matter 
which only the future could reveal. Whether their separate 
interests were sufficiently identical to create a common front, 
had not been put to the test. Whether they would develop a 
strong resistance to further aggressive action by Germany, 
Italy and Japan, was the critical question which the world 
asked itself at the end of 1937. 

Demosthenes, it is said, used to walk about among the 
Athenians, chiding them. For they had the “jitters,” too. “The 
trouble with all of you,” he said, “is simply this: you are 
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forever asking each other, ‘What is Philip of Macedon going 
to do next? What is Philip planning against us now?’ It’s 
about time,” he continued, “that Philip, for a change, should 
begin to ask, ‘What are the Athenians doing?’ ”’ It remained 
to be seen what, if anything, the United States, Great Britain 
and France, together or separately, would do for the peace 
and order of the world in 1938,—whether they would fol- 
low the only prescription for defeatism that had been dis- 


covered by mankind in the course of twenty-three hundred 
years. 








CHAPTER TWO 


WAR AND CRISIS IN EUROPE 


IN THE President’s section of the 1937 report of the Car- 
negie Corporation of New York, Dr. Keppel speaks of a cer- 
tain enterprise financed by the Corporation which was com- 
pleted during the year under review. “With the publication 
of the 152nd volume of the Economic and Social History of 
the World War, Dr. James T. Shotwell brought to an end 
the task undertaken by the Carnegie Endowment for Inter- 
national Peace, toward which the Corporation has contributed 
in all the sum of $896,000.” So be it, and may the editor 
be honored for his accomplishment! He will probably have 
no great peace of mind, however, for one recalls that Dr. 
Shotwell took time out from this stupendous assignment to 
write an entirely different book, not on the last World War, 
but on the next one. He called it On the Rim of the Abyss. 

That was in 1936. Though much happened in the affairs 
of Europe thereafter, the title still held good all through 
1937. And public officials did not hesitate to say as much. 
Standing before the House of Commons on June 25, the Brit- 
ish Prime Minister warned his people against any word or 
act which might precipitate disaster: 


In high mountains [he said} there are sometimes conditions to 
be found when an incautious move or even a sudden loud exclama- 
tion may start an avalanche. That is just the condition in which we 
are finding ourselves today. I believe that although the snow may be 
perilously poised it has not yet begun to move, and if we can all 
exercise caution, patience and self-restraint, we may yet be able to 
save the peace of Europe.? 


* Parliamentary Debates, House of Commons (daily edition), CCCXXV, 
1549, June 25, 1937. 
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In this grave language Mr. Neville Chamberlain weighed 
the chance of a European war breaking out. As for its after- 
math, if such a war should come, President Roosevelt de- 
scribed it, paraphrasing James Hilton’s Lost Horizon: 

Perhaps we foresee a time when men, exultant in the technique of 
homicide, will rage so hotly over the world that every precious 
thing will be in danger, every book and picture and harmony, every 
treasure garnered through two millenniums, the small, the delicate, 
the defenseless—all will be lost, or wrecked, or utterly destroyed.? 


The agencies for collective action to enforce peace had 
been tried and had failed. Unfortunately, after the failure, 
the second state of world affairs was worse than the first. 
Thus the well-meant efforts to outlaw war by the Pact of 
Paris caused the aggressor states to conduct their wars in- 
formally, and at times, as in Spain, sub rosa. So much the 
easier was it for the aggressor to ride roughshod over his 
pledges and to thumb his nose at considerations of honor and 
justice! He could begin fighting without a formal declaration; 
he could make war and still claim the rights and the privi- 
leges of a neutral; he need not seek to justify his conduct 
before the world, as most belligerents in the past had been 
accustomed to do; he could always deny that he was actually 
at war, and if hard pressed for an excuse he could call his 
military operations “protective measures.” And so, while the 
democratic nations consulted with one another and their par- 
liaments voted huge appropriations, the dictators pushed on 
with their piecemeal conquests, growing stronger all the 
while, and more contemptuous. 

What the months of 1938 held in store for a battered and 
bewildered world was not yet written in the book of history. 
Certainly in 1937, with the Spanish peninsula rocked by guns, 
with two Fascist states struggling with serious internal prob- 
lems which might explode eventually, and with French and 
British interests threatened by Fascism both on the continent 

* Speech at Chicago, October 5, 1937. 
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and in the Mediterranean, there was not a responsible states- 
man who dared leave the possibility of a general war in 
Europe out of his calculations. 


1. The Spanish Cockpit 


The Spanish civil conflict, which began in 1936, continued 
all through 1937. At the end of the year it showed no sign of 
abating. Nor was there any evidence that other countries 
which had a stake in it had become less interested in the 
outcome. If this bloody feud had been a strictly Spanish affair, 
the rest of the world could have gone about its business; but 
from the very start Spain had served as an international arena 
where rival powers strove for supremacy and for raw ma- 
terials, as well as a thundering forum in which the “ideol- 
ogies” of Fascism and Communism contended against each 
other. Italians and Germans, helping the Insurgents, shot 
down Russian fliers from the sky, while private volunteers 
from Great Britain, France, and the United States took up 
arms, mostly in support of the Loyalist cause. 

Whether the superior strength of Great Britain and France, 
applied with determination at the beginning of the trouble, 
could have checked the encroachment of the Fascist powers 
in the Western Mediterranean is a question which must be 
left for debate by future historians.* That this strength was 
not applied is the significant fact: instead, the democratic 
nations chose to adopt an attitude of “masterly inactivity.” 
Their main object was to “localize” the conflict—a result 
which was to be achieved through a Non-Intervention Com- 
mittee sitting in London and representing twenty-seven 
nations. 

The theory of such a committee was, of course, unim- 
peachable. The conflict in Spain purported to be a civil war, 


*It may be pertinent to note that Marshal De Bono, the first Italian 
commander-in-chief in the Ethiopian War, states in his memoirs that France 
and Great Britain could easily have prevented Italy's invasion of Ethiopia. 
Cf. his La Preparazione e le Prime Operazioni. 
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and logically, therefore, the only correct course of conduct 
was for the rest of the world not to intervene. Had other 
nations been as ready to leave the Spaniards alone as the 
French and British were, the committee could have carried 
out its terms of reference handsomely. Unfortunately, how- 
ever, neither Soviet Russia, nor Italy, nor the German Reich 
regarded the internal war in Spain as a local matter. Soviet 
Russia saw a promising new extension of Communism threat- 
ened by General Franco’s insurrection, Hitler correspondingly 
found in him an ally, and Mussolini, ever the opportunistic 
adventurer, discovered in the situation (there are those who 
believe that he created it) a chance to increase the prestige 
of Italy and her dominion over the Middle Sea. 

Since the Non-Intervention Committee was merely the 
personification of a formula, and since the essence of a “‘for- 
mula” in diplomacy is that it employs meaningless words to 
gloss over a conflict of interests which, for the time being, 
cannot possibly be reconciled by any decision or by any agreed 
course of action, it was to be expected that the proceedings 
of the committee would be tedious and futile. So they were. 
Furthermore, this special machinery suited Mussolini and 
Hitler down to the ground. They quickly learned that they 
could make promises with solemnity, and break them, almost 
at once, with impunity. Thus, though Great Britain and Italy 
on January 2, 1937, concluded a gentlemen’s agreement 
to preserve the status quo in the Mediterranean, Italy con- 
tinued to send troops and war materials without interruption 
to the Insurgents. Again, in February, both Italy and Ger- 
many gave assurances that no more “volunteers” would go 
to Spain, but soon thereafter Italy was reported as dispatch- 
ing some 20,000 more men. “Medical units” was her prompt 
explanation—a description which did not satisfy all members 
of the Non-Intervention Committee, though the British repre- 
sentatives accepted it at face value. Unofficial estimates of the 
number of Fascist troops sent to Spain ranged from 60,000 to 
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more than 100,000.* In October, 1937, Rome admitted that 
there were then 40,000 Italians (excluding “medical units,” 
no doubt) fighting on the Insurgent side. Some such admis- 
sion seemed long overdue, since the capture on August 25 of 
Santander, a northern seaport not far from the French fron- 
tier, had been celebrated in Rome as a great Italian victory, 
won by ten of Mussolini's generals. 

Out of Germany came pure blond Aryans, exalted and un- 
touchable, to fight shoulder to shoulder with the Moorish 
troops of General Franco and with the swarthy men of Italy. 
There were fewer German than Italian volunteers and they 
claimed no victories; but Hitler could get iron for rearma- 
ment from Spain, and the fighting offered him an excellent 
testing laboratory for his implements of war. When in April, 
1937, a plan for sea control around Spain finally went into 
effect, the Germans began to play a more conspicuous part. 
The commander of the German fleet is said to have threat- 
ened to fire upon Spanish government airplanes without 
warning. In any event, on May 29, the government airplanes 
fired first, dropping bombs on the pocket battleship Deutsch- 
land, then at an Insurgent base, and causing many casualties. 
Instead of following the established diplomatic procedure of 
making representations to the offending government with a 
demand for apologies, reparation and punishment of those 
committing the offense, the Germans retaliated directly and 
with tenfold force by shelling the city of Almeria with a 
squadron. Two weeks later, when officers of the German 
warship Leipzig reported that a Loyalist submarine had at- 
tacked their vessel, Germany again took a high hand. She 
demanded that the four maritime powers engaged in the sea 
patrol should make a joint naval demonstration off Valencia 


*Pertinax in “The European Stampede,” Fortnightly Review, CXLII, 138, 
August, 1937, estimated the Italian forces in Spain at 70,000 and the German 
total at 13,000 (later reduced to 7,000 or 8,000). There was also on the 
Loyalist side an international brigade numbering from 25,000 to 30,000 at 
its maximum strength, but later shrinking to 6,000 or 7,000. In addition, the 
Loyalists were aided by about 2,000 Russian mechanics and airmen. 
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harbor as a warning that any repetition of this attack would 
be followed by joint reprisals. When the British declined to 
participate in such a demonstration Germany and Italy with- 
drew from the patrol. 


2. Piracy in the Mediterranean 


Within a few weeks after this impasse naval operations in 
the Mediterranean assumed a new aspect. “Phantom” sub- 
marines of unknown but suspected nationality launched a 
series of attacks on merchant ships which were thought to 
be carrying cargoes for the Loyalist government. One of 
them was rash enough to engage a British destroyer, with 
results that can only be conjectured, thanks to the complete 
secrecy which veiled this incident. Twenty-five cargo ships 
were attacked, seven were sunk, nine were damaged, and 
there were many casualties among the seamen. It seemed sig- 
nificant that most of the vessels so attacked were British or 
Russian, whereas no German or Italian ship was molested. 
And it seemed unlikely that these numerous and widely dis- 
tributed operations could be the work of the few undersea 
craft employed by the Spanish Insurgents. Thus suspicion was 
directed toward Italy mainly and to some extent toward Ger- 
many. But wherever the blame might lie, the world became 
aware that piracy had reappeared on the high seas. 

Under the stress of these monstrous incidents Great Britain 
and France gave warning that they had been pushed too far. 
They called a conference of nine Mediterranean powers for 
September 10 at Nyon, and the agreement concluded eight 
days later indicated that they were taking a stiffer attitude. 
They mobilized all their available naval and air force to 
patrol the Mediterranean lanes; the Soviet Union undertook 
to take care of the Black Sea, and the smaller powers were _ 
to guard their own seacoasts. Together they presented the 
most powerful naval force assembled since the World War. 

From this conference, called to devise a plan for the sup- 
pression of piracy, Italy kept well aloof. She denied that her 
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submarines had attacked neutral vessels and she refused to 
sit at the same table with the Soviet government, which had 
openly accused her of having sunk two Russian ships. She 
objected, moreover, to the fact that Germany was not to be 
represented, though Germany could scarcely be called a Medi- 
terranean power. For a brief time it seemed that a dictator 
for once had been bested in his maneuvering with the democ- 
racies. But when Great Britain and France found that their 
new vigor was likely to drive Rome still closer to Berlin at 
a moment when it seemed desirable to detach them from each 
other, they readily resumed their policy of concession. Hoping 
to be spared the embarrassment which would follow the 
capture of a “pirate” submarine, they invited Italy to join 
the chase. Signor Mussolini refused to do so unless his ships 
were accorded full parity in the undertaking with those of 
France and Great Britain. His conditions were accepted and 
he took his place in the pack to hunt for the criminal who 
might turn out to be himself! 

Except as a further illustration of the travesty transacted 
under the title of non-intervention, no interest attached to 
the interchange of views from mid-October until the end of 
the year concerning the withdrawal of “volunteers” from 
Spain. Would Italy discuss this matter with France and Brit- 
ain? That, said Mussolini, would be irregular; the matter 
should go to the Non-Intervention Committee. And so it did, 
with the result that France suggested “proportionate” with- 
drawals, Italy countered with “token” withdrawals, the com- 
mittee recommended “substantial” withdrawals, together with 
a highly deliberate fact-finding procedure. 


3. Mare Nostrum 


All around the shores of the Mediterranean Il Duce kept 
the pot of trouble brewing. The future of Ethiopia, involving 
his prestige at home and abroad, was tied up with the ques- 
tion of assured access in peace and war via the Suez Canal. 
Mere common sense dictated that the power to control the 
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canal which Britain and France might have exercised to 
prevent his conquest of Ethiopia, should not later be used to 
deprive him of communication with it. Here then was a focus 
of conflict. British influence in Egypt had diminished, step by 
step, in recent years, and Palestine was now subjected to 
Italian propaganda, both locally and over the air. The French 
also felt this same hostile influence in Syria, and agitators 
alleged to be in Fascist employ were undermining the position 
of France in North Africa. As if to increase anxiety, Italy 
made substantial additions of troops to her Libyan garrisons. 

But it was in the Western Mediterranean that the extension 
of Italian power caused the greatest immediate concern. Mus- 
solini’s air base on the island of Majorca was a dangerous 
threat to the French line of communication with North 
Africa, and the emergence of a Fascist régime in Spain 
friendly to Italy and Germany would virtually establish a 
hostile ring around France on the land side. Great Britain, for 
her part, had for years premised the defense and trade of the 
Commonwealth on the free use of the Mediterranean at all 
times. This implied not only control at Suez, but the existence 
of a not unfriendly government in Spain. 

As far back in 1937 as January Mussolini had “disclaimed 
any desire to modify the status quo as regards national sov- 
ereignty of territory in the Mediterranean area.” But what 
this really meant no one knew. The famous medical units, 
which had been sent out not long after this disclaimer, 
made many people wonder whether Mussolini had any truth 
in him, and even if the disclaimer was intended to be a tech- 
nically correct pronouncement, Japan had provided an ex- 
ample in “Manchukuo” of the way in which territory could 
be attached without the assumption of sovereignty. Since 
General Franco had not yet been able to win his war with 
Italian help, he probably would have been defeated months 
back if Italy had not supported him. Therefore he was in- 
debted to Italy; and it was difficult to believe that the im- 
moderately ambitious Mussolini would refuse any advantage 
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to his Mediterranean position which Franco might offer (or 
might be reminded to offer) when, as, and if he won his war. 

Il Duce left no room for doubt concerning his purpose to 
rule the Mediterranean and restore the lost glories of the 
Roman Empire to Italy. Two things stood in his way: first 
his own shaky internal economy, weak before he~ever em- 
barked on the Ethiopian adventure, and weakened further 
thereby; now in a critical state, thanks to past extravagances 
and to the costly commitment in Spain. The second obstacle 
to the achievement of Roman glories was the opposition of 
France and Great Britain—the latter particularly. Britain’s 
prestige had suffered greatly as a result of her diplomatic 
defeat in the Ethiopian affair. Her rdle in the deliberations 
of the Non-Intervention Committee had done little or 
nothing to restore it. But the sight of British and French war 
vessels coperating in Mediterranean waters, if only on a 
piracy hunt, introduced the factor of force as an offset to 
force. And Britain’s rearmament program suggested that she 
had no intention of letting the Mediterranean route, “the life 
line of the Empire,” be severed without a struggle. 


4. The Crisis in Central Europe 


Great Britain and France, however, were not free to deal 
with Italy’s actions in Spain as if Italy alone were involved. 
Germany also had a stake in the Spanish rebellion, for Hitler 
was committed in more than principle to General Franco's 
cause. First, he had allowed German volunteers by the thou- 
sands to join the ranks of the Insurgents; second, he had sent 
General Faupel, late in 1936, to determine what additional 
troops and matériel the Insurgents needed to win the war; 
third, he had joined with Italy in recognizing Franco's régime 
as the lawful government of Spain; and lastly, he had for- 
mally acknowledged a community of interest with Italy by 
establishing the Rome-Berlin axis. 

Thus to deal with Italy in Spain, meant, to a certain ex- 
tent, to deal with Germany in Spain, and this in turn led 
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straight into the problem of Germany’s foreign policy else- 
where in Europe, and how Great Britain and France were 
to cope with it. Increasingly it became evident that ambitions 
such as Japan was pursuing in the Far East, Italy in the Medi- 
terranean, and Germany on the European continent, could 
be countered only by armed strength. Yet as soon as this 
was clearly seen to be so, questions arose as to the actual and 
theoretical distribution of the forces of the two European 
democracies in the various quarters, west and east, where 
their interests were imperiled. 

The greatest danger lay in Central Europe, where Ger- 
many, perhaps already the most formidable military power 
on the continent, threatened to establish herself in a position 
of political supremacy. Once before, under Bismarck, she had 
occupied such a place. Later, in the Great War, she put her 
strength to the test, but it was not enough. Now, moving 
under the momentum imparted by Hitler's leadership, Ger- 
many saw another chance to stand where she had stood be- 
fore, strong in her own armed might—a menace to France 
and a challenge to Great Britain. And she had this advantage 
—that if she was not fully supported, at least she was not 
now opposed by certain of the great powers which had helped 
to defeat and humiliate her a generation ago. 

She claimed the moral right to unite to herself all German 
people adjoining her frontiers—the Austrians, the Sudeten 
deutsch of Czechoslovakia and the people of the lost cities 
of Danzig and Memel. Such a movement, if carried out suc- 
cessfully, would result in a substantial strengthening of the 
numbers and strategic position of the Reich, while cor- 
respondingly weakening the effectiveness of the states friendly 
to France in Central and Eastern Europe. 

Likewise, and also on moral grounds, she claimed the re- 
turn of colonies taken from her by the Versailles settlement. 
Whether this was really a major issue with Hitler was argued 
in all the capitals of Europe. It was pointed out that in Mei 
Kampf he had spoken of Germany’s “inane commercial pol- 
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icy” before the war and had advocated instead “the enlarge- 
ment of the living room of our people in Europe.” But what- 
ever might be Der Fiihrer’s continuing purpose, he himself 
had taken up the hue and cry for the restoration of colonies, 
either because he had become converted to this view or be- 
cause he thought it expedient to adopt it. Conceivably he felt 
that, once having made this claim on Great Britain, he could 
withdraw it gracefully at some later time in exchange for 
assurances that he would not be opposed in his land drive to 
the south and east. 

Events during the year 1937 did not do much to clear up 
uncertainties covering Germany's external program. In No- 
vember Lord Halifax, Lord President of the Council, was sent 
by the British government to hold conversations with Hitler 
and to get from him his views on German foreign policy— 
all in the hope that a comprehensive settlement might be 
worked out between the principal European powers which 
would relieve Europe of the great tension under which it 
lived. Upon Lord Halifax’s return the British and French 
governments conferred on the results of his trip, but though 
the official announcement which followed this conference 
implied that both Britain and France were prepared, in prin- 
ciple, to make some sacrifice of colonial possessions to ap- 
pease the Reich, and were disposed to call upon the states 
bordering on Germany to concede something to Hitler's 
passion for bringing all neighboring German folk under his 
gis, the impression was also given that any such arrange- 
ment would have to be exactly what it purported to be, a 
final settlement which would hold out hope for a long period 
of peace. It was implied that France and Great Britain had 
no intention of entering upon the sort of bargaining, point 
by point, which Hitler apparently desired, and which might 
leave them, in the end, out of pocket with nothing to show 
for it. 

One other interpretation of German foreign policy was 
possible, and this, of course, was what concerned France and 
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Great Britain more than any or all of the separate issues 
which Hitler had raised. Suppose that satisfactory conces- 
sions were made in the matter of colonies. Suppose that the 
last of the restrictions and the stigma of the Versailles Treaty 
should be cleared away. Suppose that Germany were per- 
mitted, without interference from Great Britain or France to 
bring bordering Germans into the fold of the Reich. Would 
her demands end there? Or having won these preliminaries, 
would she then go after ‘the wheat fields of the Ukraine” ? 
And then, having restored her national self-respect and hav- 
ing carried out her racial program, and having augmented 
her supply of foodstuffs, would she stop; or would a well- 
nourished ambition for power lead her to turn on France to 
avenge the defeat of 1918 and make one more attempt to 
break the power and unity of the British Commonwealth? 


5. Transatlantic View 


Many people in the United States who followed the swiftly 
moving events of Europe felt that affairs were still in too 
fluid a state to warrant any guess as to the future. Would 
Great Britain’s repeated efforts to reach a new understanding 
with Italy come to any useful result? As Germany's power and 
influence increased and became more apparent, would the 
Rome-Berlin axis still hold, or would Mussolini come to the 
conclusion that his country’s interests might be endangered 
in the long run by Germany’s program? Would he think it 
wiser, on the whole, to prepare for these eventualities by 
coming to an understanding with France and Great Britain 
now, thereby protecting a considerable part of his recent 
gains, instead of risking them all in a dubious partnership 
with Germany? And where, after months of disappearance 
from the active stage of European affairs, would Soviet Rus- 
sia eventually emerge? 

And what, in fact, was the condition of affairs within Ger- 
many? Would the persecution of the religious bodies prove 
to have overleaped itself? Would the Reichswehr, tradition- 
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ally religious, temperamentally unhappy over the entente with 
Italy, and displeased with the existence of the large force of 
Hitler’s personal bodyguards—would the Reichswehr con- 
tinue to support the Nazi régime? They had opposed Der 
Fuhrer in the Rhineland coup, and had opposed him again 
when he contemplated sending additional troops to Spain, 
and had protested first through their chaplains, and then 
through their generals, against the religious intolerance of 
Nazi party leaders. Would this army follow wherever the 
ambitions and the ideology of Herr Hitler might lead? 

Had British rearmament already acted as a brake on Ital- 
ian ambitions and German plans? If not, would it? Could 
that program be brought along fast enough to serve its pur- 
pose, or had Great Britain started too late? Or would Ger- 
many’s closed economy, which had shown such unexpected 
vitality, break at last under the stress of over-regimentation, 
thus solving perhaps the problem of self-defense for Great 
Britain and France, but creating in its place problems more 
serious than those which confronted Central Europe at the 
end of the Great War? 

One cannot imagine circumstances in which the future 
could be more difficult to predict. Two authoritarian states 
were operating under a régime of controlled economy, intri- 
cate, delicate and new. Even Dr. Schacht himself, possibly 
the ablest financier in the world, was convinced, in May, 
1935, that the German economic system of his devising could 
not last beyond that December. Two years had gone by since 
then and the system still survived. It even survived the resig- 
nation of Dr. Schacht! In some respects it was stronger than 
ever, and the fall of world commodity prices during the latter 
part of 1937 had given it a new lease on life. If orthodox 
economists had been wrong in predicting its early collapse, 
they might be equally wrong in predicting its later collapse. 

And would Germany march before 1938 ran out? One 
heard it said that the General Staff were firmly set against 
such an adventure—first because of military considerations, 
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having no confidence in their ability to prevail in the air in 
the critical first days of any such war; second, because of eco- 
nomic considerations, fearing that the internal economy of 
Germany, already strained, would break down suddenly and 
early under the added pressure of war conditions; third, be- 
cause of social considerations. In the opinion of the General 
Staff, it was said, circumstances had so changed since the last 
war that hereafter eighty per cent of the government's atten- 
tion would be occupied in war time with the problems of the 
home front and only twenty per cent would remain for the 
strategy and support of the front line. 

Finally, if the financial and the military elements were all 
novel, and if the social situation was without precedent—so 
was the political factor. Mussolini and Hitler had it in their 
hands to keep the peace or to precipitate war. Experience had 
shown, during the past few years, that their actions were 
wholly unpredictable. They had played the game of power 
politics up to the hilt, and the passive attitude of the democ- 
racies had favored their recklessness. Would they plunge 
ahead, or would they decide to moderate their policy in view 
of some recent signs of stiffening on the democratic side? 

Such questions people in the United States put to them- 
selves as 1937 drew to its close; but as people do when they 
feel that their own immediate interests are fairly safe. Europe 
was remote, not from their sympathies, but from their per- 
sonal apprehensions and their sense of responsibility. Not 
even the predicament of the European democracies concerned 
them in any deep and moving way. Nor the situation in 
which Great Britain found herself—a nation with a declining 
birth rate, harried on three fronts by the onset of Fascism, 
straining her resources to rearm, no longer able to be the de- 
fender of the peace and order of the world—but just one 
nation, exactly like any other passivist nation with limited 
powers, seeking if possible to protect her own interests and 
the lives and liberties of her people. 

England Expects Every American to Do His Duty was the 
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title of an anti-British blast issued in book form in the United 
States in the spring of 1937. It could have been said just as 
neatly and just as truly that for a hundred years every Amerti- 
can had expected England to do his duty—if there be any 
duty put upon mankind to maintain the régime of law in a 
world anarchic by nature. But, for the present, such a re- 
joinder would excite few cheers. Quincy Howe’s title struck 
the dominant chord. It awoke fears of propaganda which had 
been freshly stirred up by Walter Millis’s Road to War. It 
revived unsavory talk about the unpaid war debts. It stimu- 
lated memories of Sir John Simon and the Manchuria inci- 
dent. It sent people back to the books to read the story of the 
Hoare-Laval deal once more. It made them wonder what 
really had taken place when Lord Halifax had Visited Hitler 
in Berchtesgaden, and whether principle plus some Central 
Europeans might not be sacrificed for the sake of peace with 
Hitler or with Mussolini. 

Yet few people who passed out these strictures so smoothly 
had any idea what, if anything, Sir John Simon had refused 
to do at the suggestion of Secretary Stimson, or what further 
step the United States would have taken against Japan had 
Sir John Simon joined in the first one. Few people asked 
themselves what practical settlement of the war debts ques- 
tion there could be, with Great Britain certainly unable to pay 
the $5,000,000,000 and more due, and the Congress of the 
United States professedly unwilling to take one cent less. 
And few admitted to themselves that it was quite illogical 
for American citizens to criticize a Hoare-Laval treaty, or a 
separate Anglo-German naval pact, or a possible compromise 
in the Mediterranean or over Central Europe, unless on the 
theory that every American did expect England to do his 
duty—expected England to go to war to uphold funda- 
mental principles for which the majority of the people of 
the United States were not prepared to risk a dollar, or to 
make any dangerous commitment whatsoever. 




















CHAPTER THREE 


AMERICAN NEUTRALITY—PEACE AT ANY PRICE 


AT THE stroke of midnight on the last day of 1936 the Wash- 
ington and London naval treaties ran out, and with them 
lapsed the last restrictions on the amount of warship ton- 
nage which the maritime powers might lawfully build. The 
provisions for collective security in the Pacific, as embodied 
in these treaties, had outlived most other post-war arrange- 
ments for maintaining peace, but they too now went into 
the discard along with the Locarno Pact and the Covenant of 
the League. 

Within a few hours after the naval treaties expired the 
British government for the first time in fifteen years laid 
down the keels of two new battleships—super-dreadnaughts 
of 35,000 tons, with fourteen-inch guns and a speed of thirty 
knots. The Admiralty announced to the world that it would 
construct more than thirty other fighting craft of different 
kinds during the next twelve months. The Foreign Office 
stated that no new attempt would be made to renew the pro- 
vision in the expiring Washington Treaty which had pre- 
vented the further fortification of military bases in the West- 
ern Pacific. 

As the old year passed out in the city of Madrid, Franco’s 
bombs rained down upon its central square, the Puerto del 
Sol, barricaded with sand bags and empty of revelers. But 
through this barrage the Loyalist Premier, Sefior Francisco 
Largo Caballero, managed to send New Year's greetings to 
the Soviet Union, assuring its rulers that ‘‘the proletariat of 
Spain will always strive during the war and after the war is 
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over to follow the example of your great country.” It was 
still New Year's Day when a German warship in the Medi- 
terranean seized a Spanish merchantman in retaliation for the 
alleged mistreatment of a German vessel in a Loyalist port; 
and in Berlin the Foreign Minister, Baron von Neurath, 
told British and French Ambassadors that Germany would 
not tolerate the existence of a Communistic régime in Spain. 

In its stand against Communism the Nazi government ob- 
tained support from quarters not always in sympathy with 
its objectives. Twenty-seven German Catholic prelates issued 
a New Year's pastoral letter in which they pledged their 
united support to Der Fihrer in his campaign against Bol- 
shevism. This doubtless cheered him, even though they quali- 
fied their commitment by deploring the activities of religious 
bolshevists at home who were enlarging the jurisdiction of 
the totalitarian state at the expense of Holy Church. 

The Soviet Union added its bit to the day’s news by prom- 
ising to have 150,000 trained air pilots in service before the 
end of the year. And from China came word that General 
Chiang Kai-shek, recently freed by his political captors, would 
end his feud with the “Red” war lords of Northwestern 
China and unite with them in a common front against Japan. 

In this one day’s batch of war stuff the two American 
continents happily played an inconspicuous réle. They were 
comparatively free from the stresses and strains of Eastern 
Asia and Western Europe. Yet the Spanish nations of Latin 
America could hardly remain indifferent to the suicide of 
their mother country—especially when this struggle had 
arisen over domestic problems which in many cases were 
much like their own. And so—still on New Year's Day— 
President Cardenas of Mexico, in rendering an account of his 
stewardship during the past twelve months, informed his 
countrymen that since August his government had sold $1,- 
500,000 worth of arms and ammunition to the Spanish Loy- 
alists. 
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All this was news of one twenty-four-hour period, carried 
in a single issue of a metropolitan newspaper.’ The events 
have been listed in detail not because they were exceptional, 
for on many ensuing days in 1937 there were more events 
than these, in the same strain, to record. They have been 
enumerated because they reveal so clearly the plight of the 
Old World as the New Year began. 


1. Closing a Loophole 


When the newly elected Congress of the United States 
met four days later, on January 5, isolationist sentiment was 
at high tide among its members. Events overseas had increased 
their fear of war, likewise their determination to stay out 
of it. They would gladly have built a Chinese wall on the 
Atlantic and Pacific coasts to shut out the sound of bombard- 
ments, invectives and ideological screechings. Yet, to their 
annoyance, they were compelled to deal with a matter of 
international relations first of all. For though so-called neu- 
trality laws had been passed in 1935 and again in 1936, de- 
signed to keep the country clear of relationships which might 
lead to war, a loophole had already been found in this legis- 
lation, and it had to be closed. 

The Neutrality Act of 1936 had been in force only a few 
months when civil war, threatening to produce complica- 
tions in other parts of Europe, broke out in Spain. The new 
law, perversely enough, was found to be wholly useless in 
such circumstances, for its safeguards could be invoked only 
in the case of a conflict “between or among two or more 
foreign states.” Confronted by this situation, the government 
could not refuse to grant licenses for the export of war mate- 
rials to Spain, if applications were submitted in proper form.? 
Thus a law intended to keep the country out of trouble by 
curbing wartime traffic in arms would actually compel the 


* New York Times, January 2, 1937. 
* The United States in World Affairs, 1936, 146-149. 
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government in the current instance to appear to give this 
trade the stamp of its approval. 

For several months, thanks to various kinds of moral sua- 
sion employed by the President and by several government 
agencies, the Department of State had been spared the em- 
barrassment of approving such applications, but near the 
end of 1936 it found itself forced, under the law, to issue 
export licenses to two munitions dealers who stood firmly 
upon their statutory rights. One rugged entrepreneur was 
all set to send airplanes and airplane engines from New York 
to the Loyalist government in Spain. The other was assem- 
bling a sizable shipment of war matériel in San Francisco 
for the same destination. 

From every angle it was desirable to close the gap in the 
law before these licensed cargoes could leave American ports 
and perhaps add new complications to an already delicate 
international situation. But if it was to be done in time, 
Congress would have to act quickly; for a Spanish vessel, 
the Mar Cantabrico, was already taking on aircraft materials 
in New York harbor, and only a new federal law could pre- 
vent the shipment. Accordingly, on January 6, the second day 
of the session, both houses of Congress adopted a joint reso- 
lution forbidding the export of arms, ammunition, and imple- 
ments of war “for the use of either of the opposing forces in 
Spain.” The resolution passed the Senate unanimously, but 
in the House the opposition of a single member interrupted 
the procedure in its final stages and delayed the President’s 
signature for forty-eight hours. During this interval the Mar 
Cantabrico hurried her loading and put to sea, beyond the 
arm of the federal authorities.* The rest of the licensed ship- 
ments, however, were stopped, since the resolution canceled 
all permits previously issued for the export of war materials 
to Spain. 

*In spite of the enterprise of the exporter, this shipment failed to reach 


its destination, and on March 8 the Mar Cantdbrico, after a circuitous voyage, 
fell into the hands of the Spanish Insurgents. 
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2. “Permanent Neutrality’ 


That one quick act of Congress, by its terms, applied 
only to the Spanish situation; and if civil war were to break 
out in any other area the United States government would 
again face a difficult problem. Racing against the Mar Canta- 
brico, Congress had found it impractical to draft a resolution 
applying to civil wars in general; but plans had already been 
laid for a “permanent” neutrality act which should come into 
effect when the existing law expired by limitation on May 1, 
1937, and the drafting of this measure would afford an op- 
portunity to generalize the ban on arms shipments to all 
countries which might be engaged in civil conflict. 

After the specific Spanish problem had been dealt with, 
Congress promptly turned its attention to the revision and 
extension of existing acts. The people of the United States 
were little concerned with the technical aspects of the prob- 
lem of neutrality, but the idea of passing laws now to keep 
out of war later had taken heavy hold of their emotions. Sen- 
ator Clark of Missouri, speaking from his own experience and 
observation, said that they were “more interested in keep- 
ing the country out of war than in almost any other one 
thing.”’* But while there was virtual unanimity as to what 
should be done, there was endless argument as to how 
to do it; in fact, some twenty-odd “neutrality” bills were 
introduced during the first weeks of the session. The legisla- 
tion finally enacted was based on joint resolutions piloted 
through their respective houses by Senator Pittman, chair- 
man of the Senate Committee on Foreign Relations, and by 
Representative McReynolds, chairman of the House Commit- 
tee on Foreign Affairs. The Pittman resolution passed the 
Senate on March 3 with only six dissenting votes.° In the 
House the McReynolds resolution was passed on March 18 


* Syndicated article in New York Times, January 10, 1937. 
*The vote was 63 to 6. Congressional Record, Seventy-fifth Congress, First 


Session, 2260. All references to this publication are to the daily (unbound) 
edition. 
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by a vote of 376 to 12. The separate committee hearings on 
these measures revealed that, as in 1936,° there was deep- 
seated disagreement as to whether restrictions on trade with 
belligerents should be made mandatory upon the outbreak of 
a foreign war, as the Senate desired, or whether their appli- 
cation should be left to the discretion of the President, as the 
House preferred. 

The two measures were then sent to conference, and the 
Conference Committee labored intermittently for nearly six 
weeks to compromise their differences. There was little or no 
dispute over the restrictions to be placed on war trade, but 
there was much discussion about the manner in which they 
were to be applied. Should Congress attempt to prescribe in 
detail the action to be taken in virtually every situation which 
might arise and leave very little to the judgment of the 
President? Or should it permit him some latitude in setting 
the machinery of the law in motion? The recent lesson of 
the Spanish war shipments, which a rigid statute had failed 
to prevent, had not been forgotten. 

The case for mandatory restrictions did not stand up well 
under criticism, and the more the matter was debated the less 
disposed the committee became to lay down hard and fast 
rules which would tie the hands of the federal authorities in 
an emergency. The compromise measure which was finally 
evolved represented a substantial victory for the advocates 
of Executive discretion. In fact, it bore close resemblance to 
the resolution which had passed the House. Only two impor- 
tant and distinctive provisions of the Senate draft were re- 
tained, the mandatory prohibition against travel by American 
citizens on belligerent ships and the prohibition against arm- 
ing United States merchant vessels engaged in commerce with 
belligerents. 

On April 29, two days before the act of 1936 was to run 
out, both branches of Congress gave the compromise resolu- 
tion the right of way. It was adopted in the House without a 

°Cf. The United States in World Affairs, 1936, 137-144. 
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recorded vote and in the Senate by a vote of 41 to 15." Copies 
of the new law and of the proclamations needed to make it 
effective were rushed by airplane to the President, who was 
then on a fishing trip in the Gulf of Mexico, in order that his 


signature might prevent a hiatus as the old law expired and 
the new law came into force.® 


3. Mandatory and Discretionary Powers 


It was natural that more Senate votes should be cast against 
the resolution reported from the Conference Committee than 
had been cast against the original Senate draft. The new 
votes in opposition came mostly from members of the former 
Munitions Investigating Committee, who had committed 
themselves whole-heartedly to the mandatory principle and 
were dissatisfied when the execution of so many provisions 
of the law was left to the discretion of the President. Senator 
Bone of Washington complained that the measure gave the 
President ‘‘a discretionary power that I would not give my 
own father,’”?° and Senator Nye said, “No neutrality at all is 
perhaps better than a discretionary policy of neutrality." 
Senator Borah, however, who had never been suspected of 
internationalist leanings, had voted against the original Sen- 
ate plan because of its mandatory provisions and now became 
the only Republican to vote for the measure as revised in con- 
ference. He insisted that “there must be large discretion in 
any workable neutrality law,” and that “the more discretion 
within reason the better, for where you are dealing with war 
conditions it is impossible to foresee what course a nation 
should pursue.” 


Even the most zealous isolationists did not propose to leg- 


" Congressional Record, Seventy-fifth Congress, First Session, 5168-5182. 

* The President signed the joint resolution on May 1 at 6:30 P.M., Central 
Standard Time, just a few hours before the previous legislation ran out. 

*Senators Bone, Clark, Nye and Vandenberg. 


* Congressional Record, Seventy-fifth Congress, First Session, 5155. 
" Ibid., 5161. 


* Ibid., 5156. 
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islate in advance for every conceivable contingency. The 
“munitions” Senators had drafted a substitute resolution 
whose provisions were made mandatory wherever practicable, 
but they had been compelled to leave it to the President to 
decide when a state of war existed and whether or not the 
law should be invoked. Their measure, in the last analysis, 
was thus discretionary, in spite of its many prescriptions as 
to details. 

Although there were repeated warnings from isolationists 
in both houses against the danger of relying on a single offi- 
cial to keep the country out of war, the Congressional leaders 
who were at close grips with the question, especially those 
of the House Committee on Foreign Affairs, were convinced 
that a flexible law, readily adaptable to changing conditions, 
offered the safest course. In compelling the Executive to take 
certain steps because of a given set of facts Congress might 
be requiring him to inflict a serious injury upon one of the 
belligerents which would involve the United States in the 
very dispute it was seeking to avoid. In the final draft, there- 
fore, the law vested a high degree of discretionary authority 
in the President. If it was necessary to have him decide when 
a state of war existed and therefore when the law would go 
into operation, it was likewise desirable that under many cir- 
cumstances he should decide how it should operate. 

It had recently been found necessary to extend the opera- 
tion of the law to civil wars, but now it was seen to be a diffi- 
cult thing to set out in a statute the distinction between a civil 
war and an insurrection. And clearly it would have been pre- 
posterous to issue neutrality proclamations and declare em- 
bargoes whenever an internal conflict broke out anywhere in 
the world which might conceivably be classed as a civil war. 
The new law, therefore, provided that the President would 
have to decide in each case whether a civil conflict was of 
such magnitude or was waged under such conditions that the 
export of war materials to the belligerents “would threaten 
or endanger the peace of the United States.” If his decision 
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was affirmative he would apply the restrictions prescribed 
for trade during war between foreign states. 

Once the President had proclaimed the existence of a state 
of international or of civil war, certain operations would im- 
mediately become unlawful: (1) the shipment of lethal war 
materials from the United States to the belligerents; (2) the 
transportation of such materials to belligerents in United 
States vessels; (3) the sale or purchase of obligations issued 
by or on behalf of warring governments or civil war factions; 
(4) the granting of loans or credits to such belligerents; 
(5) the solicitation or receipt of contributions on their be- 
half; (6) the travel of United States citizens on vessels of the 
belligerents; (7) the arming of merchant vessels of the 
United States. 

Congress sought to avoid making these prohibitions so 
rigid that they would defeat their purpose and therefore pro- 
vided a number of exceptions which called for the exercise of 
Executive discretion. First of all, it quieted the fears of cotton, 
oil, copper and steel producers by stipulating that the auto- 
matic embargo following the President’s proclamation should 
“not include raw materials” and should be restricted to ar- 
ticles enumerated in previous proclamations and to other 
articles of the same general character.’* In like manner, the 
embargo of loans and credits was not to apply to renewals or 
readjustments of loans or to ordinary credits and short-term 
obligations ‘‘of a character customarily used in normal peace- 
time commercial transactions.’’ Only war loans were forbid- 
den. The ban on the solicitation or collection of funds did not 
extend to the work of charitable and non-partisan organiza- 
tions engaged in relief work. The prohibition of travel on 
vessels of belligerents did not apply to voyages begun in ad- 
vance of the President's proclamation or to return voyages 
from foreign countries until ninety days after the proclama- 
tion. The prohibition might be further relaxed by the Presi- 

* A proposal to limit the export of certain raw materials to normal peace- 


time quantities had been peremptorily rejected. Cf. Congressional Record, 
Seventy-fifth Congress, First Session, 3084. 
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dent in order to provide transportation facilities for those 
having legitimate business in the war zones, including, pre- 
sumably, government couriers, military officers, Red Cross 
units and newspaper correspondents. 


4. The Cash-and-Carry Plan 


Other sections of the law conferred additional discretion 
upon the President. This was notably true of the so-called 
commodities section, which included the “cash-and-carry” 
provision and was the most important innovation in the act. 
The acts of 1935 and 1936 had not applied to trade in any 
goods except materials used in actual fighting. This distinc- 
tion was hard to defend if the prime purpose was to avoid 
becoming involved in conflict; for the export of oil, cotton, 
wheat, copper and steel might be as truly war trade and as 
likely to result in “involvement” as the export of ammunition 
and guns. On the other hand, a complete embargo on every- 
thing which could be used for war purposes would almost 
certainly result in severe economic distress in the United 
States and, as Representative Johnson of Oklahoma said, 
might “kindle the fires of strife and possible warfare within 
our own gates.”’"* 

The commodities section of the act was intended to provide 
a way out of this dilemma. It embodied two distinct features. 
First, United States vessels were to be prohibited from trans- 
porting certain materials to belligerents if the President found 
this step necessary to preserve the peace of the country and 
the lives and welfare of its citizens. The debates in Congress 
indicate, though it was not so stated in the law, that the 
President would be expected to include in the list of pro- 
hibited exports any articles which the warring nations might 
designate as contraband. By debarring such material from the 
cargoes of American merchantmen the government, in theory, 
would eliminate one possible source of controversy. 


“Congressional Record, Seventy-fifth Congress, First Session, 2940. So 
drastic a policy was never advocated by more than a handful of extreme isola- 
tionists, and the more it was discussed the less favor it found. 
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The second feature of the commodities section was the 
“cash-and-carry” plan, empowering the President, in the case 
of sales to belligerents, to require that all right, title and in- 
terest of United States citizens in the goods be transferred to 
foreign buyers before shipment abroad even if they were 
carried in foreign vessels. Through the extinction of their 
title in this way, citizens of the United States would have no 
claims for damages if the goods were captured or destroyed, 
and another chance of friction would be avoided. In the 
Senate resolution as originally drawn this requirement was 
made mandatory immediately upon the President’s proclama- 
tion of a state of war, and it was so sweepingly phrased that 
a considerable portion of the trade between the United States 
and Canada would have been destroyed if the Dominion and 
Great Britain were to go to war with a foreign power. The 
House version, however, leaving the application of the “‘cash- 
and-carry” principle to the discretion of the President, was 
finally accepted after being amended so as to safeguard nor- 
mal trade across the Canadian border. The advocates of the 
discretionary method insisted that the rigid application of 
“cash-and-carry” to wars not threatening the peace of the 
United States (as, for example, a neighborhood brawl be- 
tween two small and remote states without navies) would 
only do harm by disturbing the normal course of trade with- 
out a valid reason. The “munitions” Senators, however, vehe- 
mently attacked this relaxation of the mandatory policy.”® 
Such was the course of the argument. The debate in the 
House had raised so many doubts concerning the possible 
effects of the “‘cash-and-carry” system that, in the end, mem- 
bers readily accepted an amendment offered by Representa- 
tive Shanley of Connecticut limiting the system to a trial 
period of two years, and this change was embodied in the 
measure finally enacted. 

The President was vested with still further discretion by 
various provisions permitting him (1) to prohibit the use of 


*® Congressional Record, Seventy-fifth Congress, First Session, 5156 ff. 














50 THE UNITED STATES IN WORLD AFFAIRS 


ports of the United States as bases of supply for belligerent 
ships; (2) to prescribe regulations for the use of these ports 
by submarines and armed vessels; and (3) to change or re- 
voke the whole or any part of the “cash-and-carry” regu- 
lations. 


5. A Definition of War Policies 


Each of the neutrality acts adopted in three successive years 
had imposed new restrictions on war-time trade. The em- 
bargoes under the act of 1935, applying only to arms, ammu- 
nition and implements of war, could be extended under the 
act of 1937 to other articles or commodities which the Presi- 
dent might designate. The act of 1935 authorized the Presi- 
dent merely to withdraw protection from American citizens 
traveling on ships of belligerent nations; the act of 1937 ex- 
plicitly forbade such travel except under emergency condi- 
tions. The act of 1935 imposed no restrictions on financial 
transactions with belligerents; the acts of 1936 and 1937 for- 
bade any loans or credits other than those needed to sustain 
normal peace-time commerce. By the act of 1935 the Presi- 
dent was permitted to extend the arms embargo to other 
states as they became involved in war; by the acts of 1936 and 
1937 he was required to do so, even though this would op- 
erate against states resorting under the League Covenant to 
military sanctions against an aggressor. 

None of the restrictions in these acts were needed to main- 
tain the legal neutrality of the United States government. 
Their real purpose was to minimize provocative incidents 
like those of past wars. Since American merchant ships 
would not be armed, submarines would have no excuse for 
sinking them without warning. Since they would not be al- 
lowed to carry contraband, there would be less occasion to 
detain and search them. With all claim, interest and title of 
United States citizens in goods shipped to belligerents ex- 
tinguished before these goods left port, there would be no en- 
croachment on American rights if the goods were captured 
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or destroyed at sea. If Americans were not allowed to travel 
on the ships of belligerents, no American lives would be lost 
if any of these ships were torpedoed. And finally, if there 
were no war trade in munitions and no flotations of new war 
loans in the United States, there would be less commercial 
interest in the success of one side or the other in the conflict. 


6. War Profits Not Barred 


These were the hypotheses upon which the three acts of 
1935-37 were passed. The underlying principle was clearly 
isolation—but only as much insulation as the traffic would 
safely bear. So far as munitions-makers and international 
bankers were concerned, their isolation from war contacts 
was to be complete. Not so for others whom Congress may 
have deemed less able to withstand the dislocations of an 
embargo, or whose political disapproval it may have feared. 
The members of Congress who sincerely believed that trade 
had lured the country into the last war were apparently in 
the minority. In any case, only a few were ready to vote away 
good business on the assumption that such a self-denying 
ordinance would keep the country out of the next war. The 
law of 1937 was not designed to eliminate war by rendering 
it profitless. On the contrary, the “cash-and-carry” plan was 
plainly a device for making money with a minimum of risk. 
It was a tacit denial of the widely propagated view that the 
profit motive had drawn the United States into the conflict 
in 1917, and it actually implied the acceptance by Congress 
of the theory that Germany's submarine policy had been a 
principal factor. 

To insure peace for the country, Congress did not propose 
to sever all commercial ties with belligerents or pursue other 
unrealistic objectives. It wished to impose no further handi- 
caps on the country’s foreign trade than were needed to keep 
this trade in safe channels. It gave no mandate to the Presi- 
dent, for example, to prevent the sale of oil to warring na- 
tions, but it gave him authority to forbid American ships to 
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carry oil if this involved danger, and it gave him further au- 
thority to require the removal of all proprietary or pecuniary 
interest of Americans in any oil shipped to the war zone if 
he believed this necessary to maintain peace. 

Advocates of the measure readily admitted that this was 
not neutrality of the traditional kind, since it would inevi- 
tably favor the belligerents in control of the seas. Representa- 
tive Kopplemann of Connecticut said: “I have yet to hear 
anyone in support of this measure assert that it is really a 
neutrality bill. A part-way measure it is, but nothing more.’ 
Senator Pittman preferred to call his draft of the resolution 
the “Peace Act of 1937.” Other members of Congress, how- 
ever, cherished no illusions that this legislation or any other 
like it would assure peace for the United States in the event 
of another great war. Senator Connally of Texas said, “If a 
situation should arise where we began to feel that our na- 
tional interests were being trespassed on, we would just tear 
up this neutrality resolution and throw it in the waste-basket 
and declare war.” Senator Johnson of California, who had 
always held with the historical doctrine of freedom of the 
seas, said: “I believe the measure is a response to an emo- 
tional urge in this country, and that it will not do what it 
purports to do. . . . I do not think this joint resolution goes 
within gunshot distance of what may happen if war occurs.””* 
Representative Johnson of Texas apparently voiced the opin- 
ion of his colleagues when he said: ‘This bill will not insure 
the prevention of war. No bill passed by Congress could do 
that, but it will serve as a deterrent.’’!® 


7. Neutrality and Collective Action 


During the debates in Congress a few speakers suggested 
in passing that it might be better to try to prevent war than 

% Congressional Record, Seventy-fifth Congress, First Session, 2936. 

™ Ibid., 5153. 

8 Ibid., $149. 

” Ibid., 5180. 
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merely to try to stay out of war after it had started, but 
this phase of the subject received no serious consideration. 
The act was drafted with a view to keeping the country out 
of any war, but more specifically out of a European war. 
Some of its critics even intimated that it was designed to 
keep the country out of the last war rather than the next one. 
Said Representative Kloeb of Ohio: 


We have been trying to cut a suit out of the whole cloth to fit 
whom? To fit the man designated as the “World War of 1917.” 
Always we have before us the terms, conditions and circumstances 
under which that war was fought. But we disregard the fact that in 
years to come, perhaps five, ten or fifteen years from now, a war 
will be fought under totally different terms and conditions, and the 
suit of cloth that we shall have so carefully built in these days will 
be found unfitted for the use of the man designated as the “World 
War of 1950.’"21 


The New York Herald Tribune suggested that the new law 
should be entitled “An Act to preserve the United States 
from intervention in the War of 1914—-18.”** These criticisms 
were based on a belief that the statute was too rigid to permit 
the government to shape its policies to the requirements of 
any future situation that might arise. Others, however, criti- 
cized the measure as being too flexible; they pointed out that 
it permitted American ships to enter war zones, that it did not 
of itself compel American exporters to divest themselves of 
all title and claim to goods shipped to belligerents and that it 
did practically nothing to prevent the development of a war- 
time industrial boom with all the dangers which this would 
entail.”* 

Members of Congress were undoubtedly aware that the 
policy prescribed by this legislation was incompatible with a 


*” Thus Representative Kopplemann of Connecticut said: “I would prefer 
a situation wherein the United States could act in concert with other nations 
of the world for the settlement of international disputes without recourse to 
war.”’—Congressional Record, Seventy-fifth Congress, First Session, 2936. 

™ Tbid., 2783. 

* New York Herald Tribune, May 1, 1937. 

* Congressional Record, Seventy-fifth Congress, First Session, 2936. 
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program of collective action for world peace, but few of them 
found in this any cause for regret. It was not in the Capitol at 
Washington but in a few newspapers and in the speeches of a 
few publicists that fault was found with a measure imposing 
embargoes upon aggressors and their victims alike.** With 
the sentiment of the country so overwhelmingly in favor of 
insulation from the troubles believed to be brewing overseas, 
Congress was in no mood seriously to consider any proposal 
which called for the naming of the aggressor and the resort 
to economic sanctions either with or without the collaboration 
of other governments. That looked too much like hunting for 
trouble instead of trying to avoid it. Congressmen believed 
that war might soon occur, and they knew that their con- 
stituents dreaded it and expected them to “do something 
about it.” Although many of them doubted whether any 
legislation could prevent the country from being drawn into 
a world conflict, they acted in response to a public demand. 

There is good reason, however, to believe that Congress 
was not so indifferent to acts of aggression by international 
lawbreakers as its action seemed to imply. It certainly did not 
intend to make the way of the transgressor easy. The neu- 
trality program was framed in imagination of a European 
war in which Great Britain and France would be aligned 
against Germany and Italy. In such an event the “cash-and- 
carry” system would operate to the advantage of the powers 
in control of the seas, and these would probably be the British 
and French democracies. The dictator states, presumably the 
aggressors, would be placed at a disadvantage, since they 
would have neither the cash with which to buy, nor the ships 
with which to carry needed goods. Meanwhile, the markets of 
the United States would remain open to their enemies. This 
could hardly be called neutrality, but it might aid in preserv- 
ing peace if the would-be aggressors knew in advance that 
they would encounter such a handicap. 

Obviously, in a European war the American ban on the 

™* Cf. New York Times, May 2, 1937. 
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shipment of munitions would be of secondary importance. 
The great powers were well supplied with weapons and with 
equipment for their further manufacture. The materials from 
the United States which they would need most were not sub- 
ject to mandatory embargo, and both sides would be free to 
buy them so long as this trade did not endanger the peace of 
the United States. If danger threatened, however, the Presi- 
dent was under moral obligation to apply the cash-and-carry 
restrictions, thereby seeking safety by methods not strictly 
neutral. To the British, in any case, cash-and-carry would be 
no innovation; they had often worked this system in their 
purchases from the United States during the World War. 

In the event of a fresh European conflict, therefore, the 
act of 1937 might not have all of the objectionable effects 
which could be theoretically alleged against it. But if war 
should break out elsewhere, say between China and Japan, 
the shortcomings of the law would be more apparent; for the 
cash-and-carry program would probably serve the interests of 
Japanese imperialism in the Pacific very much as it would aid 
the cause of the democratic states in Europe. The system 
would work as most people in the United States hoped it 
would work only if the ‘next war” should take the shape it 
was expected to take. This was the weakest point in the new 
law, and within less than three months after its passage this 
weakness was brought suddenly to the attention of the coun- 
try by the violent turn of events in the Far East.”° 

In their efforts to quarantine the United States, the framers 
of the Neutrality Act paid little attention to what they might 
be doing to other peace machinery which had been set up on 
both sides of the Atlantic. As has been stated, the President 
was put under mandate to extend all the restrictions imposed 
upon the original belligerents to other nations that might 
become involved in any war. There would be no exemption in 
the case of nations resorting to military sanctions against a 
state adjudged an aggressor by the League or any other agency 

* Cf. Chapter IX. 
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for collective security. Since the League had never had many 
friends in Congress, and now in its weakened state had fewer 
than ever, there was no reason to expect any special con- 
sideration for it from that body. The bar to codperation 
with sanction-using states was probably of no practical con- 
sequence; for after the failure of sanctions in the Ethiopian 
affair there was little prospect that they would be tried again. 

Besides the League Covenant, to which the United States 
did not subscribe, there was a series of multilateral treaties 
designed to improve the peace machinery, and to these the 
United States government did subscribe. Some of them, in- 
deed, had been actually negotiated on its initiative. In fram- 
ing its new policy of neutrality, however, Congress was no 
more considerate of these treaties than of the League’s peace 
efforts. There was, for example, the Nine Power Treaty, 
negotiated in Washington in 1922 and pledging its signa- 
tories “to respect the independence and territorial and ad- 
ministrative integrity of China.” This treaty made no 
provision for joint action of any kind in case of its breach; 
that was to be determined by the signatories according to the 
circumstances in any given instance. If, however, Japan should 
violate the treaty by declaring war on China and seizing 
Chinese territory, the United States might discover that by ap- 
plying the Neutrality Act she was actually helping Japan to 
achieve her aims. Mr. Henry L. Stimson, former Secretary of 
State, sharply criticized this situation in a letter to the New 
York Times, declaring that “‘our recent neutrality legislation 
attempts to impose a dead level of neutral conduct on the part 
of our government between right and wrong, between an ag- 
gressor and its victim, between a breaker of the law of nations 
and the nations who are endeavoring to uphold the law.” 


8. The Inter-American Treaties 


Of less immediate importance, but nevertheless carrying 
possibilities of misunderstanding, were certain inconsistencies 


*® New York Times, October 7, 1937. 
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between the Neutrality Act and various pacts which the 
United States had negotiated with other American republics. 
The new law retained the section of the act of 1936 exempt- 
ing Latin American countries from its provisions when they 
were engaged in war with non-American states, unless they 
were ‘‘coOperating with a non-American state or states in such 
war.”*? But if two American republics were at war with each 
other the act would apply to them, and it might also be 
applied by the President to any American republic involved 
in civil war. These provisions ran counter to the spirit of 
inter-American treaties which condemned aggressive warfare 
and provided, in the event of a conflict, for consultation by 
the signatories concerning steps to be taken to prevent the 
spread of hostilities and to maintain ‘‘a common and solidary 
attitude.”’** The new law fixed the policy of the United States 
in such cases without providing for consultation, and it made 
no distinction between aggressors and other belligerents. 

The conditions under which the embargoes were to be 
applied in the case of civil wars likewise did not conform to 
previous inter-American practice. Under the act the embargo 
would be applied without discrimination to both factions 
engaged in civil conflict, whereas it had previously been the 
policy of the United States, as authorized by statute in 1912, 
to bar shipments of war materials to revolutionists.*® This 
policy had been approved in the main by the Pan American 
Conference in Havana in 1928, which adopted a multilateral 
convention providing for a general embargo on arms ship- 
ments to insurgents unless their rights as belligerents had 
been recognized. The convention was ratified by the United 
States in 1930. 

The Neutrality Act was also out of harmony with certain 
of the agreements which had been negotiated at the recent 


™ The United States in World Affairs, 1936, 143-144. 

* Cf. Raymond Leslie Buell, “The Neutrality Act of 1937,” Foreign Policy 
Reports, XIII, 175-177, October 1, 1937. 

*” Howland, American Foreign Relations, 1929, 307; Buell, op. cit., 173. 
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Inter-American Peace Conference at Buenos Aires and which 
at the time of the passage of the act were awaiting the consent 
of the United States Senate to their ratification.*° The Senate 
gave its consent on June 29,** and in an effort to codrdinate 
the agreements with the new neutrality legislation the Depart- 
ment of State at once sought to have the act amended so that 
the Latin American states would be exempt from the em- 
bargoes and the cash-and-carry provisions unless the President 
found, after consultation with other American republics, that 
the application of these restrictions “would tend toward the 
reéstablishment of peace or the protection of the commercial 
or other interests of the United States.’’** But the amendment 
was Offered too late in the session to obtain action by either 
house. 

While this proposed change would have brought the act 
more into conformity with existing treaties, it would not have 
removed one inconsistency in the law itself. The exemption 
of an American republic from embargoes when it was fight- 
ing a non-American state was based presumably on the 
assumption that this non-American state would be the aggres- 
sor and that its attack would violate the Monroe Doctrine. 
If the reverse were true, the United States would be aiding 
the aggressor and withholding aid from the victim. In either 
case the country’s action would be inconsistent with the policy 
prescribed by the law as a whole of treating all belligerents 
alike in order to avoid being drawn into their quarrel.** 

While the champions of the new form of neutrality re- 
peatedly insisted that they were not interested in which side 
won a foreign war but were concerned solely with keeping 
the United States out of it, some of the most articulate of 
their number were unable to remain neutral either in word 
or act when events overseas aroused their emotions and stirred 


"Cf. The United States in World Affairs, 1936, 212-214. 

"= Cf. Chapter VII. 

* Congressional Record, Seventy-fifth Congress, First Session, 8916, 8987. 
*= Cf. American Journal of International Law, XXXI, 390, July, 1937. 
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their prejudices against or in behalf of one of Europe’s con- 
tending ideologies. Thus Senator Nye, foremost champion of 
mandatory embargoes, criticized the extension of the neutral- 
ity act to the civil war in Spain on the ground that it injured 
the Loyalist cause while doing no harm to the Insurgents.* 
Later, when the newspapers brought reports of the bombard- 
ment of Guernica by German and Italian airplanes and when 
German warships shelled Almeria, there were loud demands 
from many reputed isolationists that the President declare 
the existence of a state of war between the Spanish govern- 
ment on one hand and Germany and Italy on the other and 
apply the embargoes accordingly. Those who would keep out 
of war were nevertheless quite ready to have the United States 
pass judgment on the acts of the Nazi and Fascist govern- 
ments. Their aversion to having anything whatever to do 
with “abroad” was not to deter them from voicing their 
repugnance to dictatorship. Senator Borah, somewhat more 
impartially than Senator Nye, advocated the application of the 
Neutrality Act not only to Germany and Italy, but to “all 
participants.” At the same time he added, “It is our duty to 
remain completely aloof.’”’** 

Early in June a delegation of twenty-one members of the 
House of Representatives presented a memorial to Secretary 
Hull declaring that the failure of the government to include 
Germany and Italy in the embargo meant that it had “‘sided 
with the traitor, General Francisco Franco, and his allies, the 
Fascist invaders of Spanish soil.’’*® They wished to keep the 
United States out of the slaughter, no doubt, but they wished 
also to punish the dictator countries for not keeping out. 
Senator Nye and Representative Fish finally sought to reach 
Germany and Italy by introducing resolutions simultaneously 
in the Senate and House to prohibit arms shipments to any 


™ New York Times, January 11, 1937; Comgressional Record, Seventy-fifth 
Congress, First Session, 79-81. 

* New York Times, June 1, 1937. 

” Ibid., June 3, 1937. 
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non-American country in time of peace as well as of war." 

These gestures in Congress were stimulated by impressive 
demonstrations of sentiment throughout the country. The 
bombing of Guernica was followed by public meetings, peti- 
tions and protests signed by high officials and leading private 
citizens, and by the picketing of the German Embassy in 
Washington and the German Consulate in New York. There 
were also counter-demonstrations by groups friendly to the 
Spanish Insurgents. The pressure on Congress and on the 
Administration to invoke the Neutrality Act against the 
Fascist and Nazi invaders of Spain gave another argument 
to those who had insisted that the new policy actually in- 
creased the danger that the United States might become 
involved. 

Here ended the first lesson of the year 1937 with regard to 
the limitations of pre-fabricated neutrality. Later on, in the 
autumn, the new legislation was to prove unsuited to the 
situation created by Japan's invasion of China. Finally, in the 
last month of the year, when strong notes were passing be- 
tween Tokyo and Washington, neutrality itself was endan- 
gered. For isolation found breathing somewhat more difficult 
in an atmosphere charged with international recrimination 
and heavy with rearmament. 


* Congressional Record, Seventy-fifth Congress, First Session, 3670, 3738. 
Both measures expired in committee. 
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CHAPTER FOUR 


THE REARMAMENT STAMPEDE 


“I CAN see before me,” wrote J. B. S. Haldane in the book 
he called Daedalus, ‘‘a glimpse of a forgotten battle of 1915. 
. . . Through a blur of dust and fumes there appear, quite 
suddenly, great black and yellow masses of smoke which 
seem to be tearing up the surface of the earth and disinte- 
grating the works of man with an almost visible hatred. 
These form the chief parts of the picture, but somewhere 
in the middle distance one can see a few irrelevant-looking 
human figures, and soon there are fewer. It is hard to be- 
lieve that these are the protagonists in the battle. One would 
rather choose those huge substantive oily black masses which 
are so much more conspicuous, and suppose that the men 
are in reality their servants, and playing an inglorious, sub- 
ordinate, and fatal part in the combat. It is possible, after 
all, that this view is correct.’ 

All through 1937 those who turned ploughshares into 
swords and pruning-hooks into spears were more active than 
they had ever been before under the guise of peace. Muni- 
tions factories and shipyards were sounding a crescendo 
that had not been heard since the days of 1914-18, and 
there were times and places where the scale of operations ex- 
ceeded even those of the World War. Since the dictator 
countries conducted their operations in secret, all estimates 
of the cost and the extent of the world’s rearmament are 
subject to a wide margin of error. The error, however, is 
on the side of conservatism. Certainly the figures do not ex- 


*J. B. S. Haldane, Daedalus, or Science and the Future, 1-2. 
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aggerate; they fail only in that they tell less than the whole 
story. 

A painstaking effort to describe the military preparations 
of the nations in 1937 appears in the fourteenth edition of 
the Armaments Y ear-Book, published under the auspices of 
the League of Nations. Its tables show that military expendi- 
tures in 1937 were approximately three times what they were 
in 1913, when another armaments race was in full swing, 
with the Great War right at the door. When the figures 
are reduced to the equivalent of present-day American dol- 
lars, it appears that sixty-four nations set out to spend some- 
thing like $11,857,000,000 for armament in 1937, compared 
with $4,125,000,000 in 1913.” In these few years the world’s 
standing armies and naval forces had grown from 6,000,000 
to 8,500,000 men. What is more, the actual increase in mili- 
tary disbursements and in men under arms was unquestion- 
ably much greater than these figures indicate. The ‘‘expendi- 
tures” by Germany, for example, are nothing but a rough 
estimate based on data for earlier years, adjusted upward in 
accordance with the average rate of increase for all reporting 
nations. Such calculations are obviously too low. 

Figures submitted by those countries which turned in 
reports likewise err on the same side, since they disclose only 
the direct outlays included in ordinary budgets. Many govern- 
ments had authority to shift appropriated funds at discre- 
tion, and in this way allotments originally made for civil 
purposes were often diverted to military use. The estimates 
also omit expenditures on such public works as the new 
motor highways of Germany and the strategic railways of 
Russia, although they were both built with the military ob- 
jective in mind. To these swelling totals should also be added, 
in the case of Germany and Italy, outlays for research and 

* Because of the increasing difficulty of obtaining reports from certain coun- 
tries, there is no tabulation in the 1937 Year-Book, as there was in previous 
volumes, of the world total of military outlays. The figures stated above, 


however, are estimates by the compilers of that volume and were given to the 
press at the time the volume appeared. 





— 2 ee,,rlmlCriUlC Cl 


OO or oh lO 


vw oo 








THE REARMAMENT STAMPEDE 63 


experimentation directed toward the attainment of national 
self-sufficiency. Thus the full cost of making ready for war 
was far in excess of any figures which can be found in print. 


1. The Rearmament Boom 


Throughout the year an increasing portion of mankind 
earned the necessities of life by manufacturing the machin- 
ery of death, and achieved a temporary sense of security 
as a result of the world’s insecurity. The race of the great 
powers to rearm reduced the numbers of their unemployed 
and in some districts actually created an interim prosperity. 
Not only munitions plants and shipyards, but coal, iron and 
copper mines, blast furnaces, brickyards, cement plants and 
lumber mills also felt the stimulus of new orders. Meanwhile 
the taxpayer sweated and paid. From a third to a half of 
the taxes collected by the strong military powers across the 
Atlantic and the Pacific went directly into armaments.’ Fig- 
ures on the amount of employment and industrial activity 
created by these expenditures could be little better than 
guesswork, but at times even guesses have significance. Ac- 
cording to one estimate, cited during a debate in the French 
Chamber of Deputies, 500,000 men were employed in Europe 
in building military airplanes alone.‘ 

The German Institut fiir Konjunkturforschung reckoned 
that rearmament in 1936-37 accounted for some 15 to 20 
per cent of the world’s industrial activity, and directly or 
indirectly stepped up operations in at least 60 per cent of 
the industries.® Yet actually there could be no true measure- 
ment of the extent to which operations were stimulated by 
the production of war materials. When coal was dug or 
ores were mined no one then knew how much would be 


*In his speech in Chicago on October 5, 1937, President Roosevelt said 
that the amount of some government revenues devoted to rearming “runs from 
30 per cent to as high as 50 per cent,” while “the proportion that we spend 
in the United States is far less—11 or 12 per cent.” 

“New York Times, May 24, 1937. 

* Weekly Report, January 13, 1937, cited in the Report of the Director of 
the International Labor Conference, 1937, p. 17. 
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used for peaceful activities and how much would go into 
rearmament. The guesses which have been cited, however, 
are perhaps as good as any; the important fact is that after 
going into the most obscure corners to search for figures, the 
statisticians eventually came forth with totals that were 
staggering. 

Because of the demand for armament material, the metal 
industries experienced a sizable boom during the first half 
of 1937. In April steel ingot production in the United States 
reached 90 per cent of mill capacity, compared with 65 per 
cent twelve months earlier. The steel industry in most coun- 
tries of Europe was already fully engaged, and both Europe 
and Japan bought heavily from the United States. American 
exports of scrap in the first half of 1937 were more than 
double those for the corresponding six months of the year 
before. From May to May the price of steel scrap in Chicago 
shot up from $12.88 to $20.85 a ton, and the price of steel 
billets in Pittsburgh rose from $28 to $37. There were simi- 
lar increases in the prices of copper, lead, zinc and tin. Specu- 
lative buyers were actively anticipating purchases by govern- 
ments. Trade journals talked of a “famine” in ferrous metals. 

Every country producing raw materials needed for mili- 
tary purposes experienced an industrial quickening. In May, 
1937, the output of copper in Chile and the Belgian Congo 
was more than twice as great as in May, 1936. World pro- 
duction of copper in this period rose by about 60 per cent, 
and world production of zinc by about 20 per cent. This im- 
provement, to be sure, was not due wholly to rearmament. 
Other industries which were not directly affected by military 
programs were also undergoing expansion, but in none of 
them were the advances so pronounced. 

Speaking to a group of London bankers on April 29, 1937, 
Mr. Neville Chamberlain, then Chancellor of the Exchequer, 
said: “At present our armaments program is pouring a golden 
shower all through the country, especially in the distressed 
areas. We see new factories being erected everywhere, 
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equipped with costly machinery.” But characteristically he 
added: “I must say we see a certain unavoidable displace- 
ment of ordinary commercial industry. . . . We should do 
well to be looking around and taking stock for the future, 
and searching to see whether we may find some substitute 
for this great volume of armaments which is occupying so 
much of our activity today.’® Great Britain’s trade reports 
at the end of the year showed that Mr. Chamberlain’s anxiety 
for the future was not without foundation. Heavy purchases 
of materials for armament and the rising prices of these 
materials had given Great Britain an adverse trade balance 
for 1937 in the amount of £432,304,000 (approximately 
$2,150,000,000). This visible import surplus was the highest 
since 1926, the year of the general strike. 

The United States was more abundantly endowed with 
strategic raw materials than were the other great powers and 
therefore escaped the perplexities of an adverse trade bal- 
ance due to expenditures on armament. Nevertheless, there 
were indications as early as March that economic conditions 
were getting “jumpy.” In that month the Department of 
Labor’s index for the metals group rose 4.5 per cent, and 
the steel mills found it necessary to ration their deliveries 
of finished products according to the needs of their cus- 
tomers. Armament activities, heavy taxation, wage increases, 
the accumulation of inventories in anticipation of strikes, 
and government restrictions on output were forcing the prices 
of basic raw materials to still higher levels. Talk of infla- 
tion was in the air, and there seemed to be danger of a 
vicious spiral of rising prices and rising wages, as in 1920 
and 1929. The governor of the Federal Reserve Board urged 
official action to forestall such a development, while over- 
seas the Bank for International Settlements gave warning 
that a world-wide boom might be in the making.” 


* Contemporary Review, CLI, 646, June, 1937. 

"New York Times, March 16, 1937; Journal of Commerce (New York), 
May 5, 1937; Commercial and Financial Chronicle, CXLIV, 3060, May 8, 
1937. 
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Although inflationary tendencies had appeared only in 
the shape of small clouds here and there, the authorities 
in Washington showed great concern lest the recovery which 
they had sought to achieve by various legislative and admin- 
istrative expedients might be destroyed. On April 2, 1937, 
President Roosevelt told Washington newspaper correspond- 
ents that the prices of steel, copper, cement and other basic 
materials were too high, partly, he believed, as a result of 
the armaments race abroad. He stated that in order to check 
the upward trend the United States government would 
reduce its purchases of durable goods and guide its spend- 
ing more in the direction of consumer goods.* This was 
thought to mean that there would be some curtailment of 
public works requiring large purchases of materials, and 
perhaps an expansion of projects requiring relatively large 
outlays for labor. There was no intimation, however, that 
the sharp rise in the price of steel would interfere with the 
government's program of naval construction. In most cases 
government buying for non-military projects had been a rel- 
atively small item in the total demand, and the President's 
announcement was probably intended to have a psycholog- 
ical effect above all else and discourage speculative bidding 
up of prices. 

Warnings from these various sources may have been what 
checked the current speculative fever. In any event, the sharp 
rise in metal prices was soon arrested. The index for non- 
ferrous metals dropped from ror in March to 92 in May, 
and iron and steel prices stopped going up. By mid-year, 
although there was no pause in the race of the nations to 
rearm, all signs of any immediate inflation had disappeared, 
and with the advent of autumn it was clear that even record- 
breaking expenditures for military purposes would not suf- 
fice to maintain prosperity. Their influence was neutralized 
by other and more powerful factors. And as the year ended 
the people of the United States were unhappily asking one 


® New York Times, April 3, 1937. 
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another whether they were once again in the midst of a 
major business recession. Other countries also experienced 
a slackening, though in less degree. But nowhere was there 
an easing, either in tempo or in volume, of the metallic 
reverberations from the shipyards. 


2. Great Britain’s Program 


It was a striking commentary on the state of international 
relations in 1937 that any decision by any great power to 
increase its military program meant, as a German commen- 
tator observed, “one more step on a road which other nations 
feel they have to follow—a road whereon no nation really 
finds its happiness.”® Every such decision was a challenge 
to other powers, if not a threat. In its initial stages the arma- 
ments race had been a symptom of instability in the world 
order, but as it accelerated it became itself a prime cause 
of this instability. In point of time, and possibly also in 
degree of influence, the responsibility for starting the race 
must rest upon Japan, Germany and Italy in the order named. 
Japan gave the signal when she seized part of China, claimed 
a primacy of interest in all matters affecting Eastern Asia, 
and threatened the rights and possessions of other powers 
in the Pacific. Germany followed, tearing up her treaties, 
putting herself on a war footing and avowing her purpose 
to obtain more territory somehow and somewhere. Italy then 
seized Ethiopia, challenged France and Great Britain in the 
Mediterranean, and joined Germany in armed intervention 
in Spain. Yet formidable as they had become, their military 
preparations suddenly began to receive less attention in the 
world at large than did those of the democratic states; partly 
because the program of the dictatorships was familiar mat- 
ter, partly because Germany, Italy and Japan conducted their 
rearming operations secretly, while France, Great Britain 
and the United States were less reticent and sometimes, as 
a warning, gave widespread publicity to their plans. 


* Frankfurter Zeitung, July 15, 1937. 
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The most important news of this kind was the British 
government’s announcement in February, 1937, of a pro- 
gram of national defense which was expected to cost the 
equivalent of $7,500,000,000 within the next five years.” 
There had already been intimations that the government 
might spend as much as $1,000,000,000 annually in order 
to keep pace with the continental powers. It was now pro- 
posed to increase this huge allotment by one-half. Here was 
Britain’s reply to the challenge of Germany and Italy in 
Europe and to the challenge of Japan in the Far East. An 
outlay of a billion and a half dollars for war preparations 
was three times as much as the British government had 
spent for such a purpose as late as 1934, and it was four 
times as much as it had spent in the years immediately pre- 
ceding the World War. For every dollar paid out by the 
United States for military purposes in a record year of peace- 
time expenditure, Great Britain would concurrently pay out 
$1.40, and on a per capita basis she was undertaking to spend 
four times as much.”* 

About 40 per cent, or approximately $3,000,000,000, of 
the British armaments budget would be used during the 
five-year period to enlarge and modernize the navy and to 
improve its bases. Britannia had determined not to surrender 
her rule of the waves. There could be no question but that 
her rule had been challenged, and that her prestige for more 
than two years had been on the wane. The more it waned 
the more menacing had the European dictators and the Japa- 
nese militarists become. When Great Britain shifted the bulk 
of her fleet to the Mediterranean during the Ethiopian con- 
flict, the weakness of her situation elsewhere was as plain 
as a post; and having left other important strategic areas 
virtually without protection, she did not proceed to force 
the issue with Italy. If Britain’s empire was to survive, her 


* Parliamentary Debates, House of Commons, CCCXX, 1207 ff., February 
17, 1937. 
™ New York Times, March 6, 1937. 
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prestige, so greatly diminished by this episode, must be re- 
stored. It could be reéstablished, Whitehall believed, only 
by building armadas of the sea and air capable of coping 
effectively with the most powerful forces that the three au- 
thoritarian states could muster. 

Laying down the keels of two battleships on New Year's 
Day of 1937 was merely a first step in the British program 
of new capital ship construction. Plans for the fiscal year 
beginning in April called for laying down three more 35,000- 
ton battleships and twenty-nine other fighting craft of various 
categories. The twelve months’ naval appropriation, amount- 
ing to the equivalent of $510,000,000, was 28 per cent greater 
than in the preceding year. Sixty new ships, mostly destroy- 
ers, were to be added to the fleet in 1938, and by 1942 the 
British Navy would possess ten new battleships (in addition 
to the fifteen which had been permitted under the Washing- 
ton Treaty), seventy or more cruisers, and a full complement 
of destroyers and submarines.” The battleship, once regarded 
by some naval authorities as outmoded, had obtained a new 
lease of life. Every naval power had begun to build this type 
of craft again, and at the end of 1937 at least twelve, mostly 
of the 35,000-ton type, were under construction, and the 
building of at least nine more was scheduled.* 

Great Britain had learned, however, that sea-power was 
no longer the sole guarantee of her security. There had been 
great changes since the days of Captain Mahan, who had 
not envisaged the possibility of aerial warfare. In 1937-38 
the British government planned to spend $400,000,000 in 
developing its air defense, and by 1939 it hoped to have 
5,300 military airplanes, including reserves, in service. Mean- 
while the elaborate plans which had been started in 1936 

™ Manchester Guardian Weekly, October 29, 1937; New York Times, Feb- 
ruary 17, March 2, 1937. 
*Testimony of Admiral William D. Leahy before House Committee on 


Naval Affairs, January 31, 1938. Hearings on H.R. 9218, Seventy-fifth Con- 
gtess, Third Session, 1943. 
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for the protection of the civil population against air raids 
were being carried out."* 

Gas masks were being manufactured in vast quantities. 
On February 5 Sir John Simon, the Secretary for Home Af- 
fairs, told the House of Commons that production was up 
to 100,000 units a day and that before the end of the year 
there would be a mask for every man, woman and child 
in the United Kingdom.”* There was a dispute, however, 
with the local governments as to whether they should share 
in the cost of local protective works, and this was not set- 
tled until late in the year. And there was criticism, too, of 
the Air Raids Precautions Service, together with allegations 
that Great Britain was lagging behind the continental coun- 
tries. It was charged that the volunteers for protective work 
in air raids were not receiving adequate training and that 
the gas masks manufactured by the government were less 
efficient than those produced in Germany, Russia, Denmark, 
Switzerland and Czechoslovakia.’® On December 7 the House 
of Commons passed a bill completely reorganizing the Air 
Raids Precautions Service. The debate on this measure gave 
the government an opportunity to reply to criticism and to 
cite figures tending to show that, instead of lagging behind, 
Great Britain was in some respects well ahead of neighbor- 
ing countries in the matter of protection against gas attack. 

The weak link in the chain of British defense was the 
army. It was not only small and under-officered, but it was 
hampered by traditions which the hard knocks received dur- 
ing the Boer War and the World War had not dislodged. 
Money was the army’s first need; so the budget for 1937-38 
provided roughly $500,000,000 for the land forces, approxi- 
mately $126,000,000 more than in the previous year. This 
was the largest army appropriation since 1922, when expenses 

™ Cf. The United States in World Affairs, 1936, 94. 

™ Parliamentary Debates, House of Commons, CCCXX, 2338, February 
25, 1937. 


* Times (London), November 17; Manchester Guardian Weekly, No- 
vember 19, 1937. 








> ¢ 


wm 


: 


\- 








THE REARMAMENT STAMPEDE 71 


were abnormal on account of demobilization and liquidation 
of the war establishment. 

Secondly, it was planned to bring the army up to a full 
strength of 168,900, and this would require the recruiting 
of 47,000 additional men. Sluggish enlistments had been one 
of the government's problems, and the War Office had be- 
come convinced that army service must be made more attrac- 
tive. On March 16, 1937, Mr. Alfred Duff Cooper, the British 
War Minister, related his plans to the House of Commons. 
Domestic servants were to be hired at an estimated cost of 
$200,000 to relieve soldiers of chore work. Soldiers, like 
sailors, were hereafter to get four meals a day, with a daily 
ration of fresh milk and butter guaranteed. Bright uniforms 
of blue were to be furnished for “walking out,” and new 
barracks, fitted with social rooms and more comfortable 
sleeping-quarters, were to be constructed. 

The trouble, however, was not merely a matter of beer 
and skittles for the ranks. The army suffered from a shortage 
of officers as well. It had been a tradition of the service that 
officers should be equipped with some social position and 
some financial independence. Young English gentlemen who 
chose the army as a profession had been required to pay 
tuition and living expenses while studying at Sandhurst 
and Woolwich. Since the World War the dwindling incomes 
of the “better” families had been an important factor in 
reducing the supply of officer material. Under these condi- 
tions remedies were indicated more far-reaching than those 
which Mr. Duff Cooper had put forward. So Mr. Leslie Hore- 
Belisha took his place as War Minister. On December 2 
he reconstituted the Army Council, the supreme military di- 
rectorate of Great Britain. Older members of the Council 
were asked to resign, younger men took their places, and 
the average age of the Council was reduced from 63 to 52. 
General Gort was promoted to the position of Chief of the 
Imperial General Staff over the heads of fifty generals of 
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higher rank. This reform, as might be suspected, was not 
accomplished without a struggle, which was ended by Mr. 
Hore-Belisha’s successful appeal to the Cabinet for support. 
Captain Liddell Hart, the British military expert, welcomed 
the change and pointed out that the army had long been 
handicapped because of the slow promotion of promising 
young men. The London Times expressed the hope that the 
increasing problem of imperial defense would now “be met 
not only with fresh minds, but with the resilience, as much 
physical as mental, that is needed to cope with the pressure 
of our present rapid rearming and with the still more intense 
strain that would ensue if war should ever come.’’"” 

The cost to the British people of these extensive prepara- 
tions for defense had reached a point where it was imprac- 
tical to meet them out of current revenues. In the fiscal year 
1936-37, even before the latest enlargement of the arma- 
ments program, the government had incutred a deficit of 
some $20,000,000 because military expenditures had ex- 
ceeded the estimates. With the disbursements for 1937-38 
as first proposed now increased by 50 per cent, it became 
necessary to resort to heavy borrowing as well as to increased 
taxation. “Pay-as-you-go,” to which Great Britain had pre- 
viously adhered, had proved to be too slow. Furthermore, in 
Mr. Chamberlain’s view, it would not be equitable to place 
the entire cost on the country at once if the benefits were 
to accrue over the future. He proposed, therefore, to float 
a series of loans reaching a total of not more than $2,000,- 
000,000 spread out over a period of five years. A new tax 
on business profits in excess of £2,000 a year was also de- 
vised to meet part of the cost. 

These were heavy financial charges, but they were ac- 
cepted philosophically. On the day when Mr. Chamberlain 
announced the new loan, Prime Minister Baldwin delivered 


™ Times (London), December 3, 1937; New York Times, December 3, 4, 
12, 1937; New York Herald Tribune, December 5, 1937. 
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a speech in Birmingham, in the course of which he said: 
“Let the other countries of the world mark the determined 
effort we are making to put our defense in order and let 
them remember that when once we have put our hands to 
a great task we are willing to make great sacrifices. We are 
ready to bear heavy burdens, and though we may be slow 
at starting, we have a remarkable way of eventually finding 
ourselves at the winning post.’”® 

For five years to come, Great Britain would be pouring 
$4,000,000 a day into armaments alone. Mr. Chamberlain 
pointed out, however, that the weight of this expenditure 
was in no way comparable to the weight of debt assumed 
by the United States government as part of its recovery pro- 
gtam during the past six years. Nevertheless, he confessed 
to certain misgivings, and in an address at Edinburgh he 
described the whole program as “a negation of common 
sense and common humanity,” justified only by “stark neces- 
sity.” These perplexities of spirit he tempered with the 
thought, expressed in the House of Commons on February 
25, that he did not “altogether despair of presently finding 
some new scheme on which fresh contacts might be made, 
which would avoid the necessity for the pursuit of this folly 
to the bitter end.””® 

Whether the British government was making greater 
sacrifices than Germany could not be ascertained. Admittedly 
the Fihrer was taking heavy toll of his followers, but his 
budget was secret. Perhaps the dictators were getting some- 
what more for their money than were the governments of 
Great Britain and France. Certainly the execution of the 
armament programs in the democracies of Great Britain and 
France was hampered by lack of that codrdination and unity 
which the dictators could impose by fiat. But while the costs 
in the democratic countries were high and progress was not 

* Times (London), February 12, 1937. 


* Parliamentary Debates, House of Commons, CCCXX, 2226, 2230, Feb- 
ruary 25, 1937. 
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smooth, the rearmament programs met with scarcely any 
opposition.” 


3. New Naval Agreements 


In the midst of the international stampede to rearm it 
was almost unthinkable that anything could be accomplished 
against the trend. Yet something was done—not much, to 
be sure—but enough to show that there was still a spark 
of life left in one of the agencies of peace. The termina- 
tion on December 31, 1936, of the Washington and London 
Naval Treaties of 1922 and 1930 had abolished all quanti- 
tative limitations on the navies of the great powers. But 
under the London Treaty of 1936 a few qualitative restric- 
tions still bound the powers party to it. Only France, Great 
Britain and the United States had signed it, but on July 17, 
1937, its restrictions were accepted, with certain modifica- 
tions, by Germany and Soviet Russia. Berlin and Moscow 
thus consented to the same stipulations with regard to the 
size of warships, the caliber of guns and the exchange of 
information concerning building plans as had already been 
agreed to by Washington, London and Paris. 

The London Naval Conference of 1935-36 had been at- 
tended only by representatives of the powers which had 
signed the Washington Naval Treaty of 1922,” and Germany 
and Soviet Russia were not of this group. Their adherence 
was highly desirable, and Great Britain was entrusted with 
the task of bringing it about through bilateral negotiations 
with each of them. After more than a year and a half she 
succeeded. The delay was due, in the main, to the desire of 
Russia to have a free hand in Far Eastern waters and to 
the difficulty of devising a formula for qualitative parity 
between Germany and Russia in the matter of cruisers. The 
London Treaty had prescribed a “holiday” until 1942 in the 


® The British Trade Union Conference, at a meeting in Norwich on Sep- 
tember 10, recorded its support of the government's armament program by 
3,544,000 affirmative votes and only 224,000 votes in opposition. 

™ Cf. The United States in World Affairs, 1936, 29. 
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building of 10,000-ton cruisers with eight-inch guns, and 
had limited new cruiser construction to the 8,o00-ton and 
six-inch-gun class. It transpired, however, that Russia was 
constructing a number of cruisers with seven-inch guns, and 
actual construction had proceeded too far to admit of a 
change even if the Soviet government had desired to make 
it. Germany, in turn, was unwilling to tie herself down 
to six-inch guns so long as her Baltic rival was installing 
guns of a larger caliber in new ships. The deadlock was 
broken by an exchange of notes between Great Britain and 
Russia fixing the maximum number of seven-inch-gun cruis- 
ers at seven, and by another understanding between Great 
Britain and Germany which would permit Germany to build 
two eight-inch-gun cruisers in the event that Russia built 
aS many as seven cruisers of her special type within the 
next six years.” Although each of these new treaties was 
strictly bilateral and in no way related legally to the other 
or to the earlier London naval agreement, the practical 
result was to bring Germany and Russia within the terms 
of that agreement. 

Germany had not been so keen for new naval construc- 
tion as most of the other European powers had been. She 
had launched two battleships of 26,000 tons in 1936 and 
had laid down another of 35,000 tons; but none of these 
was yet in commission. Furthermore, by her treaty with 
Great Britain in 1935 she had agreed to limit her construc- 
tion to 35 per cent of the British tonnage in various cate- 
gories. Consequently, she had concentrated on her air forces 
and the mechanization of her army, and she seemed out- 
wardly to be quite contented to join in arrangements which 
would restrict qualitative building by neighbors when her 
own building was subject to definite quantitative limitation. 
In fact, she had much to gain thereby and little to lose. The 
government-inspired German press hailed the new treaty 


"Times (London), July 19, 20, 1937. The texts of the two treaties are in 
White Papers, Cmd. 5518, 5519. 
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with Great Britain as a great step toward the pacification 
of the world, attesting Germany’s good will and helping to 
remove distrust and insecurity by insuring against the secret 
construction of surprise ships.* The German government 
must have been aware that Great Britain's huge appropria- 
tions for armament were inspired largely by the foreign poli- 
cies of the Reich, but no signs of resentment appeared. In- 
stead, the German press assured the country that the British 
preparations were aimed at Italy and Japan, both of whom 
had been flouting John Bull more or less at will. Such inti- 
mations from Berlin may have had a special purpose; for 
undoubtedly a British threat to Germany's two new allies 
would tend to draw them still closer to the Reich. 


4. The Sixteen-inch Gun 


Among the great naval powers only Japan and Italy had 
remained outside the new scheme of limitation, but Italy was 
disposed to come part-way in. On January 15, 1937, she 


gave formal notice that she would adhere to the fourteen- 
inch gun limit for battleships if all the other naval powers 
would do likewise. Article IV of the London Treaty had 
prescribed this restriction provided it was accepted by all 
the signatories of the Washington Treaty by April 1, 1937. 
Without this general assent, guns up to sixteen inches would 
be permitted. France and Great Britain had promptly ac- 
cepted the fourteen-inch limit, and the United States had 
indicated a willingness to do so, but still waited on Japan. 
Washington was as determined as ever to maintain its rela- 
tive naval position vis-a-vis Japan in the Pacific. 

On March 17, 1937, the Official Spokesman in Tokyo stated 
that Japan would not accept the fourteen-inch limit for the 
guns of the new battleships she was then planning to build, 
since she regarded qualitative limitations as inseparable from 
quantitative restrictions. Ten days later the Tokyo Foreign 


™" Frankfurter Zeitung, July 20, 1937, and quotations from Berliner Tage- 
blatt and Deutsche Allgemeine Zeitung in Times (London), July 19, 1937. 





THE REARMAMENT STAMPEDE 77 


Office confirmed this intimation in a formal notice to the 
British government.** This decision seemed to open the way 
for unlimited competition. Sir Samuel Hoare, however, 
had announced that for the present Great Britain would 
stick to fourteen-inch guns and 35,000-ton ships.”* In the 
United States the reaction was different. The Navy Depart- 
ment housed a considerable body of opinion which favored 
larger guns and larger ships and to which Japan’s decision 
was welcome. But before the United States government came 
to any decision, the Department of State made a final appeal 
in June to all the naval powers to accept the fourteen-inch 
restriction. When Tokyo reiterated its position the Navy 
Department announced on July 10 that it would equip its 
new battleships with sixteen-inch guns.”® 

Very little was left of the London Treaty. Great Britain 
was the only power still abiding by the fourteen-inch stipu- 
lation. France, Germany and Italy, as well as the United 
States, decided to mount heavier guns. The refusal of Japan 
to accept any of the qualitative limitations gave rise to 
rumors that her new capital ships would have a displace- 
ment considerably in excess of 35,000 tons, with guns of 
sixteen-inch caliber or more, and that she was going to 
overshadow the United States in the Pacific by building ships 
capable of sinking anything afloat and larger than any that 
this country could send through the Panama Canal. The 
Japanese government promptly disavowed any such plans,”* 
but the rumor soon reappeared in a more definite form: there 
were to be two ships of more than 40,000 tons, armed 
with sixteen-inch or eighteen-inch guns.”* The Japanese War 
and Navy Ministers thereupon signed a joint statement af- 
firming that their purpose was “not to compete with other 


™ Parliamentary Debates, House of Commons, CCCXXII, 169, April 7, 
1937. 

* Ibid., CCCXXI, 2321. 

* Department of State Press Release, July 17, 1937; New York Herald 
Tribune, July 17, 1937. 

™ New York Times, March 18, 1937. 

*® New York Herald Tribune, March 24, 1937. 
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powers in expansion of armaments.””® Still the rumor would 
not down, and before the end of the year it had grown 
to three ships of 46,000 tons,*° only to be officially denied 
again. 

While denouncing these tall stories, the Japanese govern- 
ment omitted to state positively what it intended to do in 
the way of capital-ship construction, and its secrecy not only 
gave rise to suspicions, but helped the spread of big-navy 
propaganda in the United States. So completely had Japan 
safeguarded her operations that the 1937 edition of Jane’s 
Fighting Ships was unable to say whether or not any new 
battleship was under construction. It was known, however, 
that Japan had a five-year naval program calling for an 
expenditure in round numbers of 1,200,000,000 yen ($342,- 
000,000) ; and though this sum was considerably less than 
the appropriations made by Great Britain and the United 
States, the difference in labor costs in the Orient and the 
Occident might bridge the gap considerably when expressed 
in terms of completed ships. 


5. The Arms Race in Continental Europe 


While gossip and propaganda were rife concerning the 
future of the Japanese navy, the European powers were strain- 
ing their resources to hold their relative places in the scheme 
of armaments. Their outlays had gone far beyond the poten- 
tialities of their ordinary budgets. Some of them, like France, 
were borrowing for the next war before they had paid more 
than a small fraction of the cost of the last one. Others, like 
Italy, were resorting to drastic capital levies to meet cash 
requirements. 

In 1937 about 30 per cent of the budgeted expenditure 
of the French government was applied to rearmament; 21 
per cent to interest on war debts and pensions and 20 per 


® New York Times, March 25, 1937. 
* Ibid., December 12, 1937. 
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cent to reconstruction growing out of the World War.** Thus 
over 70 per cent of the disbursements were due to past and 
future wars. The French rearmament program called for the 
construction of two additional 35,000-ton battleships, some 
500 first-line airplanes, the further mechanization of the 
army and the completion of the elaborate border fortifica- 
tions from Switzerland to Belgium. A defense fund of 19,- 
000,000,000 francs ($885,000,000) to be expended over a 
four-year period was approved in the Chamber of Deputies 
on February 2, 1937, and shortly thereafter the government 
undertook to float a loan of 10,500,000,000 francs which 
might be subscribed and repaid in francs, dollars or pounds. 
Meanwhile, the government took further steps toward the 
nationalization of munitions plants by expropriating the 
Creusot branch of the Schneider works on March 13 and sev- 
eral important airplane plants on March 22.” 

The military strength of France lay in her artillery, her 
elaborate border fortifications and the experience of her pro- 
fessional soldiers. The army was her pride; it was trained 
mainly for defense against invasion and therein differed 
fundamentally from the land forces of Germany. The French 
navy, too, was planned with a view to protecting the sea- 
coasts and maintaining sea communications in the event 
of war. Her air force was sizable, but a considerable portion 
of the equipment was obsolescent.** 

No other European country was so much perturbed by 
Great Britain’s enlarged rearmament program as was Italy. 
If the British fleet were to regain an admitted supremacy in 
the Mediterranean, Italy would promptly subside into a 
second-rate power. On March 2, 1937, the Fascist Grand 
Council resolved to throw the nation’s entire resources into 
the creation of the most powerful war machine possible, 
even if this involved “the total sacrifice of all civil require- 

™ New York Times, Match 5, 1937. 


™ Tbid., March 14, 22, 1937. 
"The United States in World Affairs, 1936, 90. 
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ments to military needs.”** It was planned to “militarize” 
all men between the ages of eighteen and fifty-five, and to 
attain the maximum degree of independence in necessary 
war materials. On April 18 the government by decree took 
over the three great Italian shipbuilding companies. On May 
4 it adopted a defense budget for 1937-38 of 5,500,000,000 
lire, which was to be met from part of the proceeds of a 
special capital tax of 5 per cent on the value of real estate. 
On October 19 a new capital levy of 10 per cent on stock 
companies, to be paid in fifteen installments over a period 
of two years, was decreed, and the rate of the sales tax was 
increased from 214 to 3 per cent. The funds from these 
sources were to meet expected deficits in the ordinary bud- 
gets in 1938 and 1939 and to provide further funds for 
armament. No provision was made for deficits which might 
occur in the extraordinary budgets.** 

During the summer of 1937 Italy launched her first 35,- 
ooo-ton battleships, the Littorio and the Vittorio Veneto, 
within four weeks of each other. Her great specialty, how- 
ever, was submarines and motor torpedo boats of high 
speed, upon which she relied for the defense of her terri- 
torial waters. The rest of the fleet was designed chiefly to 
keep her sea-lanes open, while her large and efficient air 
service was counted upon for defense in case of naval attack. 

Rearmament was one policy which democratic, Fascist and 
Communist states pursued in common and with equal vigor. 
When on November 28, 1937, Mr. Maxim Litvinoff, the 
Soviet Foreign Minister, declared in a speech in Moscow 
that his government was ready to codperate with other na- 
tions in maintaining peace, but would rely henceforth on 
its own constantly increasing forces and not on international 
conferences for protection,** he was merely restating in sub- 
stance the policy of Great Britain, Germany and the United 


™ New York Times, Match 3, 1937. 
™ Ibid., October 24, 1937. 
* Ibid., November 29, 1937. 
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States. The Soviet military budget for 1937-38 was reported 
to be 35 per cent greater than in the previous year. The 
Soviet army was reputedly the largest in Europe and was 
well supplied with tanks and other mechanization. Its newest 
airplanes were adaptations of an American model and had 
given a good account of themselves in Spain. As yet, Russia 
had only the nucleus of a fleet, but it transpired in 1937 
that she had decided to have a new navy. Not being equipped 
to build her own battleships, she began shopping around 
in Great Britain and the United States for prefabricated 
materials which could be assembled in her home ports under 
the direction of technicians imported for the purpose. Pre- 
sumably it was her ultimate aim to create, with the aid of 
foreign experts, shipyards capable of turning out every type 
of warcraft, very much as she had created other kinds of 
industrial establishments. But when Russian agents began 
their shopping in the spring they found British and Ameri- 
can shipyards and steel mills busy with orders and in no 
mood to release their highly trained men to a foreign gov- 
ernment. During the summer, as business slackened in the 
United States, Russian orders and offers of employment be- 
came more attractive. The newspapers reported that the 
Soviet representatives wished to obtain materials for three 
battleships and were ready to pay from $100,000,000 to 
$200,000,000 for the goods. Later the figure was reduced 
to $50,000,000.°7 An American corporation, modeled after 
the Amtorg, was to do the purchasing, and some progress 
was indicated when in September the Department of State 
issued licenses for the export to Russia of materials valued 
above $5,000,000 under the departmental classification of 
“vessels of war” and “armor plate for such vessels.’’** 
As the big powers rearmed, the smaller states followed 
their example. To protect her frontiers against the mecha- 
™ New York Times, August 8; New York Herald Tribune, October 9, 
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nized forces of her neighbors Holland increased her annual 
contingent of conscripts by about 60 per cent and added two 
and a half months to their term of service.*® The Scandinavian 
countries, including Finland, seriously considered the adop- 
tion of an agreement providing for joint military action to 
protect their neutrality; and it was only the desire of Den- 
mark, occupying a more exposed position, not to offend 
Germany which caused the plan to be abandoned. Sweden's 
new inland railway, making possible north and south trans- 
portation out of range of warships, was completed in 
August, 1937.*° Norway in the meantime had become ambi- 
tious for a strong air force, and Poland began to construct 
underground fortifications on her German and Russian 
borders with the aid of a loan from France.“ 

Canada’s military appropriations in 1937 were 74 per cent 
greater than in the preceding year. On February 19 Prime 
Minister Mackenzie King told his Parliament that the coun- 
try could no longer look to the Monroe Doctrine for pro- 
tection, since this doctrine had been restated in a way which 
made its functioning depend on the outcome of consulta- 
tion between the United States and the Latin American 
countries. “While we are glad to know that we can count 
on the United States and Britain as a safeguard in case of 
emergency,” he said, “to suggest that we should depend 
upon them entirely and do nothing for ourselves is simply 
to be lacking in self-respect as a nation. It is simply spong- 
ing.” Following this plea, the larger appropriation was 
promptly voted. 


6. The Program of the United States 


Great Britain’s decision early in the year to lay down three 
more battleships at once raised an important problem for 
the United States government. Should it also build three 


* Times (London), September 25, 1937. 
“ Ibid., September 9, 1937. 

“ New York Times, April 27, 1937. 

“ Ibid., February 20, 1937. 
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more battleships in order to maintain parity? Were these 
additional ships needed? If the United States decided not 
to keep abreast of Great Britain, would that encourage 
Japan to pursue her aggressive policy in China? And if 
the United States decided to match the British fleet, ship 
for ship, would that very decision push Japan to finish her 
job in China before the ships could be built? 

In the United States there had been no appreciable oppo- 
sition to Great Britain’s plans to rearm. Public sentiment 
on the whole was favorable. Likewise, it was not expected 
that Great Britain would object to the maintenance of parity 
between the two fleets, since any strengthening of the United 
States in the Pacific would tend to deter Japan from further 
undertakings in parts of that area where the British stake 
was much greater than in China proper. 

At the beginning of 1937 Great Britain and the United 
States each had fifteen battleships in commission with an 
average age of about eighteen years. Great Britain laid the 
keels of the King George V and the Prince of Wales on 
January 1, and a week later President Roosevelt ordered 
the construction of two new battleships of the same tonnage, 
later designated as the North Carolina and the Washington. 
In announcing his decision the President expressed regret 
that the lapsed naval treaties could not be extended and 
stated that since this had proved impractical it was necessary 
to maintain the country’s naval defense by new construc- 
tion.** Naval authorities in Washington pointed out, how- 
ever, that the President's decision by no means meant that 
a race had been started between the United States and Great 
Britain. The two new American ships would replace others 
that were over-age; that is, over twenty-six years old. By the 
time they were completed three battleships in the existing 
fleet would be in this class.‘* The United States would 

“New York Times, January 9, 1937. 


“These were the Arkansas, commissioned in 1912, and the Texas and New 
York, commissioned in 1914. Armaments Year-Book, 1937, 883. 
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thus be adhering to the quantitative limits of the former 
treaties, and this adherence continued in fact throughout 
1937: 

Indeed, under the terms of the Vinson-Trammell Act of 
1934, any other course would have required new legisla- 
tion. This measure by implication confined naval construc- 
tion to the total strength authorized by the Washington and 
London treaties. Admiral William D. Leahy, Chief of Naval 
Operations, stated that these limits would not be exceeded 
through the reconditioning of old ships as they were replaced 
by new construction.** Much pressure, however, was brought 
on Washington by the big-navy groups who insisted that the 
country must maintain “a navy second to none.” It was 
pointed out that Great Britain’s enlarged program auto- 
matically increased the number of ships which Germany 
might build, and that if Germany should build, France 
would do likewise, and this would force Italy to build also. 
The big-navy men did not want to see the United States 
left in the rear. On the other hand, the New York Herald 
Tribune, which had always favored liberal military and naval 
appropriations, could see no necessity “for spectacular in- 
creases in our own naval burden,” and was of the opinion 
that the British program was in part exaggerated for pur- 
poses of negotiation.*® Likewise, in the opinion of the New 
York Times, a reasonable program did not require ton-for- 
ton building with Great Britain.** 

The Naval Appropriation Bill for 1937-38, introduced 
in the House on March 1 and providing for an expenditure 
of $526,555,428,*° was clearly not designed for matching 
construction with Great Britain; for a navy “second to 
none” would have cost considerably more. The debates in 
both houses showed that Congress was in favor of some 


® New York Times, August 5, 1937. 

“ New York Herald Tribune, March 30, 1937. 

“ New York Times, July 29, 1937. 
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increase in naval strength, but was strongly opposed to 
full participation in a race of armaments. The bill was 
passed by the House without a record vote within four 
days after its introduction. The opponents of a larger navy 
made several efforts to reduce the appropriation, but were 
defeated on every test approximately three-to-one. More sig- 
nificant in its outcome was the attempt of Representative 
Umstead to attach an amendment requesting the President 
to call a conference to halt the naval race. It was defeated 
by a vote of 81-66.*° Representative Dirksen of Illinois also 
sought unsuccessfully to amend the bill by restricting naval 
maneuvers to areas within 300 miles of continental United 
States. He pointed out that recent maneuvers in the Western 
Pacific had irritated Japan, and he insisted that such friction 
be avoided in the future.®° In the Senate the bill encountered 
more criticism as a “race with Great Britain,” but the oppo- 
sition could muster only 11 votes." And so, with compara- 
tive smoothness, the bill became law. 

The Army Appropriation bill, passed a few weeks later, 
provided for an expenditure of $415,263,154. While the 
combined military and naval budgets thus reached a new 
peace-time total of $931,521,962, they were in fact only 
2.3 per cent greater than the budgets of the preceding year. 
When compared with the programs of the European powers, 
the projects endorsed by Congress seemed conservative. Yet 
so fierce had been the pace of rearmament the world over, 
and so huge was its cost, that these “conservative” figures 
were, in fact, just about double those of the first fiscal year 
of the Roosevelt Administration. 

The opponents of militarism obtained a small meed of 
comfort on August 4, 1937, when the President vetoed a 
bill to change the name of the army’s Chemical Warfare 
Service to Chemical Corps. Such a change, in the President's 

“ Congressional Record, Seventy-fifth Congress, First Session, 2421-2427. 


™ Ibid., 2417. 
"| Tbid., 3262. 
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opinion, would tend to dignify a branch of the army engaged 
in studies of a type of activity “inhuman and contrary to 
what modern civilization stands\for.” He stated that it was 
the government's policy to do everything possible to outlaw 
the use of chemicals in warfare; that only the supply branches 
included in the line of the army should be designated as 
“corps,” and that nothing should be done “to aggrandize or 
make permanent any special bureau of the army engaged in 
these studies.” It was regrettable, he said, that “the defen- 
sive necessities of the United States called for a study of the 
use of chemicals in warfare.” 

As the year neared its end, however, it appeared that the 
Administration was far from convinced that even the ap- 
propriation of almost a billion dollars for the army and 
navy in 1937-38 offered adequate peace insurance to the 
country when other nations were piling up new armaments. 
On December 28, 1937, in a letter to Representative Taylor, 
chairman of the House Committee on Appropriations, Mr. 
Roosevelt expressed deep anxiety over the course of world 
events since the submission of the previous military estimates 
to Congress, and indicated his purpose to increase the arma- 
ments program at an early date. Concerning his own obliga- 
tions in such circumstances Mr. Roosevelt said: 

“Under the Constitution the President is Commander-in- 
chief of the Army and Navy and has, therefore, a very spe- 
cific duty to safeguard the defense of national interests. In 
speaking of my growing concern I do not refer to any 
specific nation nor to any specific threat against the United 
States. The fact is that in the world as a whole many na- 
tions are not only continuing but are enlarging their arma- 
ment programs. I have used every conceivable effort to stop 
this trend and to work toward a decrease of armaments. 
Facts, nevertheless, are facts, and the United States must 
recognize them.’** The President’s letter was immediately 


"= Congressional Record, Seventy-fifth Congress, First Session, 10560. 
™ Cf. Appendix IV (4). 
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released to the press and received wide attention. It was 
regarded as first notice of a more elaborate armaments 
program, scheduled to begin in 1938. 

At the end of 1937 the markets had ceased to respond 
buoyantly to the news of new armament projects. Thought- 
ful people in all countries had begun to worry over the 
economic distortion likely to result from such vast unpro- 
ductive expenditure. They were worrying over what might 
happen when the mad pace of arming slackened, as eventu- 
ally and inevitably it would. Would there be another and 
still greater depression, and would militarized nations be in 
any condition to meet it after exhausting their resources in 
war equipment? Would the democracies be able then to 
resist the trend toward dictatorships which had already 
swept over countries economically less favored than they? 
Or would the dictators, confronted at last with the result of 
the follies for which they were responsible, seek in one 
desperate effort to save their prestige by precipitating another 
great war? 

Certainly, the race could not continue forever, but its 
sudden ending was not pleasant to contemplate when there 
was already so much economic maladjustment on every side. 
Yet the longer the race continued the harder it would be 
to stop and the greater would be the danger of the ultimate 
bankruptcy of the world. 














CHAPTER FIVE 


TRADE AS A FUNCTION OF PEACE 


ALTHOUGH they were not a major factor, the rearmament 
programs of the great powers contributed to the speeding 
up of trade and industry in many parts of the world. By mid- 
summer of 1937, thanks in some measure to large orders 
for war materials, impressive strides had been taken along 
the road to economic recovery. There had been progress dur- 
ing the preceding five years, but for most of this period 
it had been slow and vacillating, as well as unevenly dis- 
tributed among industries and among countries. In 1936 
the pace was accelerated, and at the beginning of 1937 the 
world’s production had risen substantially above the pre- 
depression level.’ In all but a few countries trade and in- 
dustry appeared to be passing into the prosperity phase of 
the business cycle. 

The index of world production, compiled by the Economic 
Intelligence Service of the League of Nations, stood at 110.5 
in 1936, compared with 100 in 1929. During 1936 it had 
risen 16 per cent. The extent of recovery in different coun- 
tries, however, was far from uniform. It was especially nota- 
ble in the United States, Germany and Great Britain, and 
was least evident in the “gold bloc” countries, which were 
still feeling the effects of the deflationary pressure due to 
their former monetary policies.? Within the year the pro- 
duction indices registered a gain of 16 per cent for the 

* League of Nations, World Production and Prices, 1936-37, 36. 

* The gold bloc consisted of Belgium, France, the Netherlands and Switzer- 
land. Belgium withdrew when she devalued her currency in 1935. Italy was 


sometimes listed in this group, but was never an orthodox member. Cf. The 
United States in World Affairs, 1934-35, 60; 1936, 179. 
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United States, of 13 per cent for Germany, of ro per cent 
for Great Britain, of 7 per cent for Japan, and of 4 per cent 
for France.* Although Japan had devalued her currency more 
drastically than had these other nations, she had not kept 
pace with the leaders in industrial expansion. The sharp 
rise in the prices of the raw materials which she had to 
import had proved to be a handicap. Nevertheless, Japan 
joined Great Britain, Germany and Soviet Russia in break- 
ing all previous production records, while in the United 
States, Canada, France, the Netherlands and Italy the output 
was still below that of 1929.* 


1. A Boom and Reaction 


The world as a whole had emerged from the prolonged 
secondary depression of the post-war years; but while in 
some countries the upturn had assumed impressive dimen- 
sions, in others the economic situation was still far from 
reassuring. The United States at the beginning of 1937 was 
experiencing what seemed to be an incipient boom. There 
was a scramble for raw materials, with complaints of short- 
ages; prices were soaring; labor had become conscious of 
its improved bargaining position and was demanding higher 
wages; the security markets were buoyant; and cash reserve 
ratios of the banks were declining. The Federal Reserve Board, 
sensing the danger of credit inflation, raised the reserve re- 
quirements of the member banks by the full statutory limit 
of 100 per cent. 

The heavy inflow of foreign gold during the first half of 
the year, induced by political uncertainties overseas and by 
the prospects of speculative profits, had become another 
disturbing factor. For the whole year net imports amounted 


* League of Nations, Monthly Bulletin of Statistics, December, 1937. 

“Cf. Appendix II. International index numbers are not closely comparable 
because of their differing scope and content. When comparisons are made, 
as in this instance, on the basis of performance in 1929, it should be noted 
that in that year industrial activity was abnormally high in the United States 
and relatively slack in Great Britain. A return to the level of 1929, therefore, 
has a wholly different significance for these two countries. 
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to $1,585,503,000. The Treasury therefore undertook to 
“sterilize” both imported and newly-mined domestic gold 
by purchasing it with government obligations and storing it 
safely away in an “inactive account.” By June, 1937, gold 
in excess of $1,000,000,000 had been rendered innocuous 
in this fashion.° 

The year was not far gone, however, before worries over 
possible inflation gave place to fears of another depression. 
In April security prices declined sharply, not only in New 
York and London, but in Vienna and far-off Johannesburg. 
The upward trend of business was briefly interrupted during 
the spring, and late in the summer it was reversed. In the 
United States the ensuing reaction was the severest the 
country had ever experienced in so brief a period. In August 
the steel industry was operating at 92 per cent of capacity; 
in December it was operating at 20 per cent. This was an 
extreme case. But between August and December the index 
of industrial production declined 27 per cent, and stock- 
market averages about 37 per cent. In the last two months 
of the year 870,000 factory workers lost their jobs.® 

The recession in the industrial countries of Europe in this 
period was relatively mild. From August to December the 
London Economist’s index of business activity for Great 
Britain declined less than 3 per cent, and possibly because 
of rearmament the production indices of France and Ger- 
many rose in approximately this same proportion. At the 
year's end it was a debatable question whether the recently 
attained prosperity would continue—whether there would 
be merely an orthodox cyclical recession of a few months’ 

* After the passage of the Gold Standard Act of 1934 the Treasury had 
assumed control of all gold and had paid for it with gold certificates issued 
to the Federal Reserve Banks. In this way it withdrew no liquid funds 
from the market when the gold was sequestrated. Under the new method 
of paying for the gold by the sale of government obligations or by with- 
drawing its cash balances from the Reserve Banks, funds were withdrawn 
from the market to the amount of the new gold from abroad or from the 


mines, and any inflationary effect of the gold increment was nullified. 
* Federal Reserve Bank of New York, Monthly Review, February 1, 1938. 
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duration or another prolonged depression. But regarded in 
its entirety and for the world as a whole, 1937 was a good 
year for trade and industry—the best since the downturn 
of 1929-32. Even in the United States, where the recession 
in the final months was far sharper than in any other coun- 
try, the whole year’s volume of production and of trade was 
substantially greater than in 1936. 

The improvement in the world economic situation was 
reflected in the flow of international commerce. Since 1932 
foreign trade had been slowly pulling up from the trough 
of depression, but it had not kept pace with the expansion 
of industrial production. In this respect the trends were the 
reverse of those in the years following the primary post-war 
depression of 1920-21. In this earlier period Europe was 
experiencing a shortage of many essential materials as a 
result of the war, and the international money markets were 
open to borrowers to enable them to finance their purchases. 
But after 1929 the problem was not one of shortages, but 
of surpluses; international credits were sharply curtailed, and 
the exchange of goods was subjected to many novel re- 
strictions. 

Under these conditions the recovery of world trade was 
painfully slow, and most of the economic improvement 
was intranational rather than international. The nations had 
decided that recovery should begin at home, but while 
they were stimulating business with public works, hous- 
ing and rearmament programs, financed in part out of defi- 
cit money, their foreign trade in 1936 and 1937 began to 
improve. The computed volume (or quantum) of interna- 
tional trade in 1936 increased by 5 per cent, and in the first 
three quarters of 1937 it was 15 per cent greater than in 
the corresponding period of 1936." This improvement was 
due mainly to the exceptional demands from the industrial 
countries for raw materials, and it is all the more notable 


"League of Nations, World Production and Prices, 1936-37, 36, 68; 
Monthly Bulletin of Statistics, December, 1937. 
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in that it was achieved in spite of the quotas, import licenses, 
clearing agreements, exchange controls, imperial preferences 
and high tariffs which blocked the way. Even private boy- 
cotts had contributed their share to checking the flow of 
world commerce. Nevertheless it flowed, and in increasing 
volume. It was paradoxical that the intense nationalism at- 
tained in 1937 should of itself create a demand for for- 
eign goods, but the nations could not rearm without im- 
porting huge quantities of materials, even though they exer- 
cised all their ingenuity to hold such imports to a minimum. 


2. The Goal of Self-sufficiency 


In the countries of dictatorship the drive for national self- 
sufficiency had attained great momentum. Of all the world 
powers, Germany and Italy were those in which such a policy 
seemed least likely to succeed; but it was in these two coun- 
tries that it was most vigorously prosecuted. Having com- 
manded their people to be fruitful and multiply, dictators had 
to find more food for more mouths. Lacking foreign exchange 
with which to pay for imports, they encouraged greater pro- 
duction at home. More influential still as a factor of autarchy 
was their desire to reduce to a minimum their dependence on 
the outside world for foodstuffs and the materials of war. 
They were preparing in advance against embargoes, block- 
ades, and other forms of force which might some day be 
employed against them. 

In 1936 Germany had announced that in four years’ time 
she would be “entirely independent of all raw materials that 
can possibly be produced at home.” This pronouncement 
speedily became a program. Regimentation of the German 
consumer was carried to an amazing extreme even for that 
much-disciplined nation. Shopkeepers were forbidden to ad- 
vertise certain goods whose consumption was deemed to be 
contrary to the national interest. A Berlin newspaper urged 
its readers to use street cars rather than buses whenever prac- 
ticable, in order to conserve gasoline. The use of copper, lead 
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and zinc for building purposes was made illegal, since these 
metals were required for ammunition. A substitute for rubber, 
though costly, was produced in commercial quantities. Bones, 
rags, and food scraps were systematically collected and made 
to serve the ends of the state.* Factories were busy, unem- 
ployment was negligible, but standards of living were not 
improving. 

Italy had already fought her “battle of the wheat” in order 
to insure a greater domestic supply of foodstuffs. She, too, 
now turned to the manufacture of various substitutes for im- 
ported articles, especially textiles and lubricants. The price of 
newspapers was raised purposely to diminish the use of news- 
print, which was needed in the production of cellulose for war 
purposes. Italy's geologists and prospectors were going over 
Ethiopia with pick and persistence, searching for the minerals 
which she (and possibly Ethiopia) lacked. A corporation with 
a capital of over a million dollars, the Compagnia Mineraria 
Ethiopica, was organized to explore for coal. The Institute 
for Industrial Reconstruction was supplied with some fifty 
million dollars of government money to enable it to provide 
capital for companies furthering Italy's double-barreled pro- 
gram of rearmament and self-sufficiency.® 

Even the limited external trade permitted by dictator gov- 
ernments was not left to take its natural course. About 90 per 
cent of Germany's foreign commerce in 1936-37 was con- 
ducted through clearing and compensation agreements. This 
system was by no means confined to Germany and Italy; it was 
employed in a good part of continental Europe, and even 
Great Britain experimented with it in her trade agreements 
with Argentina and Denmark. But it was in Germany and 
Italy that it attained fullest development. 

Clearings and compensation deals were designed to bring 
about a bilateral balancing of imports and exports, country by 


* League of Nations, World Economic Survey, 1936-37, 150-154. 
* Economist (London), CXXIX, 627, December 25, 1937. 
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country. Under this system the importing country does not 
seek goods in the cheapest market or where the best quality is 
obtainable, but buys from countries which agree in advance to 
accept an equivalent value of its own goods in payment. Much 
of the external buying is thus done in markets designated by 
the governments. The system obviously reduces the flow of 
goods characteristic of triangular trade. It curbs the initiative 
of individual traders, crowds commerce into a series of 
bilateral bargaining compartments which can be opened and 
closed only by public officials, and raises prices to the con- 
sumer. 


3. Relaxing Trade Restrictions 


While much of the world’s trade during 1937 was con- 
ducted under these strict disciplines, a few signs of easing up 
appeared here and there. Germany’s clearing agreements, for 
example, became somewhat more flexible as the year went on, 
and permitted somewhat greater private initiative in foreign 
transactions. There were likewise cases where exchange con- 
trols were relaxed and where tariff duties were lowered by 
unilateral or bilateral action. At the beginning of the year 
Germany reduced her imposts on cereals, potatoes, vegetables 
and oils; soon afterward Italy, Belgium, Denmark and Latvia 
made adjustments on breadstuffs, and Japan and Great Britain 
removed their duties on iron and steel. 

Few of these modifications, however, were due to any re- 
awakening of economic liberalism. The tariffs on foodstuffs 
and iron and steel were lowered at a time when prices were 
sharply advancing and in order to keep down the cost of 
living and the cost of rearmament. Numerous bilateral agree- 
ments providing for reductions in duties were negotiated 
during the year, but they were mainly designed to redistribute 
some of the existing trade rather than to increase its volume. 
When they were based on clearing and compensation arrange- 
ments, or when they were accompanied by agreements for the 
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allocation of exchange, they worked to the advantage of some 
countries and, by the same token, to the disadvantage of 
others.”® 

Yet there were occasional indications in Europe and South 
America of a principled reaction against the extremes to 
which economic nationalism had been allowed to go in times 
of stress. Especially notable was the so-called Oslo agreement 
signed at The Hague in May, 1937, by Belgium, Luxemburg, 
Denmark, Finland, the Netherlands and Netherlands India, 
Norway and Sweden. No provision was laid down in it for 
lower tariff rates, but an effort was made to halt further ad- 
vances and to mitigate the effects of quotas. The signatories 
employing quotas (Belgium, Luxemburg, and the Nether- 
lands) agreed to remove them from certain commodities and 
not to raise their tariffs. The other signatories agreed not to 
adopt quotas and not to raise their duties on specified goods.™ 

Among the republics of Latin America the movements both 
toward and away from more liberal trade policies seemed at 
times contradictory. Some countries were entering into new 
compensation agreements of the German type, while others 
were adopting the unconditional most-favored-nation princi- 
ple employed by the United States in its reciprocal trade pacts. 
In a few instances the same country was negotiating on both 
bases. The two types of agreements were not mutually ex- 
clusive, but clearing and compensation agreements obviously 
reduced the value of most-favored-nation arrangements. On 
the whole, the latter principle proved to be the more accepta- 
ble. During 1937 more than thirty agreements of this type 
were negotiated by fourteen Latin American governments, 

Great Britain, for example, had made a number of agreements with 
other countries which required that a portion of the foreign exchange arising 
from British purchases of their goods be allocated to the payment of com- 
mercial and other obligations due to British citizens. The Anglo-Argentine 
agreement was the most conspicuous example of this trade arrangement. Cf. 
U. S. Tariff Commission, Extent of Equal Tariff Treatment in Foreign 


Countries, $7, 61. 
™ League of Nations, World Economic Survey, 1936-37, 148. 
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while sixteen compensation agreements were negotiated by 
ten governments.’* On balance, therefore, support came for 
the trade policy which Secretary Hull had advocated at the 
Buenos Aires Conference in 1936. 


4. Some Inconsistencies in Trade Policy 


To have it both ways, however, was not the peculiar pre- 
rogative of the Latin Americans. In the United States, for 
example, in January, 1937, while the Department of State 
was steadily furthering reciprocal trade pacts, American cot- 
ton manufacturers made a private agreement with their Jap- 
anese competitors under which a quota was imposed on 
Japan’s export of cotton piece-goods to the United States. 
Likewise in April American manufacturers of hosiery made 
arrangements with Japanese manufacturers which placed a 
specific limit on Japanese shipments of hosiery to the United 
States for a period of three years.* 

To carry on trade between the United States and Germany 
under the handicaps imposed by the Reich through its com- 
plicated and variable exchange regulations was a difficult 
task. The Continental Export and Import Company was set up 
in New York to act as a private clearing system for German- 
American transactions. The conversion of reichsmarks into 
dollars was reduced to the lowest terms by bringing together 
exporters of American raw materials and American importers 
of German goods and offsetting their respective debits and 
credits. And in this way a certain number of compensatory 
transactions were carried through to a conclusion. 

There were also instances in which the United States gov- 
ernment itself took steps seemingly inconsistent with its dec- 
larations of principle. In 1937 ten commodities, accounting 
for nearly 8 per cent of the country’s import trade, were sub- 


*Pan American Union Press Release, January, 1938. 

* The United States in World Affairs, 1936, 215. 

“The quota for piece-goods was 255,000,000 square yards in 1937-38, 
and that for hosiery was 1,500,000 dozen pairs annually. 
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ject to quota restrictions.’* In the case of six of these com- 
modities the limits were not absolute; that is, there was no top 
to the total quantity of each which might be brought into the 
country. A fixed amount was admissible at a low tariff rate, 
and imports in excess of this amount were permitted on pay- 
ment of a higher rate.** For four commodities, however, the 
quotas were absolute; i.e., excess imports were embargoed. 

During 1935, 1936 and 1937 such restrictions had been put 
on red-cedar shingles, cordage from the Philippine Islands, 
edible sugar syrups and sugar. Their avowed purpose was to 
insure protection greater than that afforded by ordinary 
tariffs—complete exclusion beyond a certain amount. The 
tariff quotas on coconut oil and sugar from the Philippines 
were less rigid, but they, too, tended to diminish external 
trade. Under the Philippine Independence Act specified 
amounts of these commodities were admitted duty free, and 
the excess was made subject to a protective rate.’ On the 
other hand, the tariff quotas set up by the agreements nego- 
tiated with Canada were not designed to reduce trade, but to 
increase it. In each instance the duties were lowered on a 
fixed amount of imports, but remained at the old level on any 
imports above this figure.’* Thus producers of similar prod- 
ucts in the United States were assured that the establishment 
of a lower rate would not result in a flood of competing 
imports. 

The import quotas on sugar were of greater economic and 
international importance than all the others combined. 
Through them the sugar-growers in the United States ob- 
tained from a government waging a war against tariff 


*The commodities were sugar, syrup, red-cedar shingles; cordage and 
coconut oil from the Philippines; and cattle, dairy cows, cream, seed potatoes 
and certain kinds of lumber from Canada. Soviet Russia in August, 1937, 
agreed in return for most-favored-nation treatment to limit exports of coal 
to the United States to 400,000 tons during the next twelve months. 

* These restrictions are generally called tariff quotas, to distinguish them 
from absolute quotas. 


™ Cf. The United States in World Affairs, 1934-35, 145-47. 
% Ibid., 156. 
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barriers a degree of protection far beyond their legitimate ex- 
pectations; and this advantage was given them, moreover, 
without increasing federal revenues. The tax on the con- 
sumer, in the form of higher prices, went mostly into the 
pockets of producers. 

Since the duty on Cuban sugar had been reduced from 2 
cents a pound to 0.9 of a cent, very little revenue reached the 
Treasury; yet the relief, if any, which the American con- 
sumer obtained from the lower rate was hard to discover. The 
control of the price of sugar in New York rested with Cuba. 
Sugar was needed from that source to make up the difference 
between production and domestic requirements in the United 
States, and Havana’s control of shipments under the quota 
system determined what the American consumer would pay. 
Under this arrangement he paid considerably more than the 
rest of the world did: in fact, the allotment of Cuban sugar 
sold in the United States brought a unit price approximately 
double that obtained for the rest of the crop in other markets. 
Thus the Cuban producers received not only the benefit of the 
lowest United States duty in many decades, but they were also 
virtually subsidized by American consumers. Their profits 
might have been somewhat greater if their allotment had been 
larger, but they would not have increased appreciably, since 
the prices obtained by Cuban producers and middlemen 
tended to vary inversely with the amount of the quota.” 


5. The Battles over Sugar 


This unnatural result was made possible by the Jones- 
Costigan Act, one of the so-called emergency measures passed 
by Congress in 1934 and limited by its own terms to three 
years. Its main purpose was to correct the overproduction of 


*C. R. Whittlesey, “Import Quotas in the United States,” Quarterly 
Journal of Economics, Lil, 62, November, 1937. The author of this article 
estimates the protection received by the domestic sugar industry in 1936 at 
2.611%, cents the pound, compared with a protective duty of 1.76 cents on 
Cuban sugar under the Fordney-McCumber Act of 1922 and of 2 cents 
under the Hawley-Smoot Act of 1930. 

™ Ibid., 57. 
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sugar in the United States and the insular possessions by re- 
stricting output to the country’s estimated consumption. The 
producers who codperated in restrictive measures were to re- 
ceive benefit payments from processing taxes collected from 
the refiners.”* In short, the act was designed to extend to sugar 
the kind of treatment applied to other crops by the Agricul- 
tural Adjustment Administration (AAA). The one important 
difference was the extension of the sugar quota system to 
Cuba, a foreign country. 

The quotas fixed for the cane and beet-sugar areas of con- 
tinental United States were somewhat in excess of their pre- 
vious average production in typical years. For Cuba and the 
sugar-producing islands under the American flag the yearly 
allowances were to be fixed by the Secretary of Agriculture by 
apportioning the balance of estimated consumption require- 
ments among these areas on the basis of past production. The 
act not only restricted the amount of sugar imports into the 
United States from the producing islands, but it also restricted 
the quantities of these imports which could come in the form 
of refined sugar. The question of controlling the stage of 
manufacture, as well as the amount of sugar imports, soon 
gave rise to bitter controversy. 

When Congress met in January, 1937, the Jones-Costigan 
Act was due to expire before the next regular session, and 
about a dozen bills were introduced at once for extending and 
modifying that measure. No definite action was taken, how- 
ever, until March 1, when President Roosevelt in a routine 
message made a general recommendation of legislation which 
should continue “‘the principles on which the Jones-Costigan 
Act was based.” On the following day identical bills, basically 
similar to the original measure, were introduced in both 
houses. Almost immediately there were protests from the Ha- 
waiian territorial delegate in Congress and from Secretary 

"When the processing taxes collected under the AAA were invalidated 


by the Supreme Court on January 6, 1936, the taxes collected under the 
Jones-Costigan Act were discontinued. 
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Ickes of the Department of the Interior and from Secretary 
Wallace of the Department of Agriculture against any con- 
tinuation of the distinction in the quotas as between the 
refined and the raw product. 

Mr. Ickes, whose department supervised the affairs of the 
territories, denounced the limitation of imports of refined 
sugar from Hawaii as “unjust and unjustifiable.” Dr. Ernest 
Gruening, the head of the department’s Division of Terri- 
tories and Island Possessions, told the Senate Committee on 
Finance at hearings on the bill that there was ‘‘no reason why 
the citizens of the territories have not the same right to process 
their products as the citizens in Massachusetts and Michigan 
and Colorado.” Critics of the retention of this restriction kept 
reiterating that the territories were “integral parts of the 
United States” until the phrase became a kind of slogan.” 

The fight in Congress was long and bitter. The sugar re- 
finers on the seaboard urged the maintenance of the restric- 
tions on imports of refined sugar on the ground that their 
business was absolutely dependent on imports of raw sugar, 
and that the restriction of these imports by the quota method 
had already reduced their operations. Furthermore, it was al- 
leged that the sugar industry in Puerto Rico and Hawaii was 
controlled by a few large companies whose subsidies from 
the government under the processing tax and benefit-payment 
plan would enable them to expand their refining business, and 
that in this development they would have the further advan- 
tage of cheap tropical labor.” 

The refiners were supported by their ancient adversaries, 
the politically powerful beet-sugar bloc from the Western 
States, and also by spokesmen for organized labor. The Presi- 
dent and members of his Cabinet took an active part in op- 
posing them. Secretary Wallace insisted that refineries on the 
seaboard should have active competition from those on the 


™ Hearings on H.R. 7667 before the Senate Committee on Finance, Sev- 
enty-fifth Congress, First Session, 2, 13, 132. 
* Ibid., 75. 
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islands in order to keep down prices to the consumer. Secre- 
tary Hull protested against the proposed reduction of Cuba’s 
allotment of refined sugar as being inconsistent with the terms 
of the reciprocal trade agreement with that country. 

On August 4, Representative Marvin Jones, chairman of 
the House Committee on Agriculture, who was piloting the 
bill in the House, received notice that the President would 
veto the measure if it discriminated against Hawaii and Puerto 
Rico by putting restrictions on their shipments of refined 
sugar. Nevertheless, the House passed the bill on August 6 
by a vote of 165 to 55, after first defeating an amendment 
offered by Mr. Jones to meet the Administration’s objections. 
Six days later the Senate accepted a series of amendments 
offered as a “compromise” between the positions taken by the 
President and the House, but the amendments still retained 
the principle of limitation on the territories and they were not 
acceptable to Mr. Roosevelt. In a letter to Senator Harrison, 
who had charge of the bill in the Senate, the President stated 
that the restrictions introduced ‘‘a principle of geographical 
limitations on manufacturing in our country which has no 
economic or social justification in this instance and would con- 
stitute a dangerous precedent.”*® 

Spokesmen for the measure insisted that the quota system 
itself introduced the very principle of geographical limitation 
of production which the President condemned. Critics of the 
bill claimed that it set up “internal tariffs,” and its advocates 
replied that if such were the case its broad purposes were 
identical with those of the Administration’s Wages and 
Hours bill, then pending before Congress.”* Such arguments 
influenced few votes. Regional interests were the dominating 


“Under the terms of the agreement between the United States and Cuba 
each country was obligated not to impose quantitative restrictions on 
imports of any commodities affected by the agreement unless these restric- 
tions were “designed to extend to imported products the régime analogous 
to that affecting like or competing domestic products.” 

* Congressional Record, Seventy-fifth Congress, First Session, 11248. 
* New York Herald Tribune, New York Times, August 12, 13, 1937. 
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influence, and party lines were freely disregarded. ‘The strug- 
gle behind the scenes in both houses was one of the most 
intense in years.”" 

In spite of the President's dissatisfaction with the amended 
bill, it passed the Senate on August 13 without a record vote, 
and after the differences between the House and Senate drafts 
had been ironed out in conference, the measure was passed by 
both houses on August 21. The threatened veto was not forth- 
coming. The President signed the bill on September 1. At the 
same time he made public his reasons for approving it. Al- 
though the bill had been “seriously impaired” by “the inclu- 
sion of a provision intended to legalize a virtual monopoly in 
the hands of a small group of seaboard refiners,” he was con- 
vinced that the main objective of the bill was equitable. More- 
over, he had been assured by members of Congress repre- 
senting the majority of continental sugar producers that when 
the act came up for renewal in 1940 they would undertake to 
deal separately with the problem of refined-sugar quotas.”* 
The President appeared to find some solace also in the fact 
that the restrictions on processing in the territories, to which 
he had so strenuously objected, had been extended only to 
March 1, 1940, whereas the quotas were extended to Decem- 
ber 31 of that year. 

The most important change made by the new law was a 
reduction in the Cuban refined-sugar quota. Under the Jones- 
Costigan Act 22 per cent of the imports from Cuba might 
consist of the refined product, and in 1936 this amounted to 
some 462,000 tons. The new bill fixed the total permissible 
amount at 375,000 tons. It was this proposed reduction which 
brought the protest from Secretary Hull that any change in 
the sugar-control plan to Cuba’s disadvantage would not be 
consistent with the Cuban reciprocal trade agreement. Many 
Democratic members of Congress had not heeded the Admin- 
istration’s urgings because they were convinced that when the 


" Washington Post, August 7, 1937. 
* Congressional Record, Seventy-fifth Congress, First Session, 12697. 
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President was finally confronted with the alternatives of a 
veto, with collapse of all control, or approval of the bill, with 
a restoration of some of the principles of the old AAA, he 
would choose the second course. 

Although the Administration had insisted that it was seek- 
ing to defend the territories as integral parts of the Union and 
to prevent their being treated as colonies, its acceptance of 
absolute sugar quotas which bestowed upon the domestic 
sugar producers the greatest protection they had ever enjoyed 
could hardly be regarded as in harmony with its program of 
trade liberalization. And in the new Sugar Control Act it was 
defeated by none other than the beneficiaries of its special 
protection. The three-to-one vote in the House of Repre- 
sentatives against the Administration’s position attested the 
strength of local interests and the efficiency of a regiment of 
lobbyists, whom the President denounced as the most per- 
nicious he had ever known in his lifetime. The sugar industry 
proved that it had lost none of its political militancy. 


6. An International Sugar Agreement 


While the United States was trying to devise a satisfactory 
system of sugar control, other nations were giving close study 
to the same problem. The result of this world-wide concern 
was the convening of an International Sugar Conference in 
London on April 5, 1937. This gathering of twenty-two na- 
tions was in fact a sequel to the Monetary and Economic Con- 
ference of 1933 which likewise met in London.” The attend- 
ance of such statesmen as Ramsay MacDonald of Great 
Britain, Dr. Colijn of the Netherlands and Norman H. Davis 
of the United States attested the importance ascribed to the 
meeting by the various governments, and it gave rise to 
rumors that other world problems besides those relating to 
sugar would engage the attention of at least a part of the 
delegates. 

With the stimulus of high tariffs and liberal subsidies, 


* Cf. The United States in World Affairs, 1933, 119-158. 
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sugar production in the post-war decade had far exceeded con- 
sumption; and huge surplus stocks had accumulated in the 
exporting countries. In the depression years after 1929 con- 
sumption declined sharply and prices also receded. With a 
view to stabilizing output and obtaining fair prices, the so- 
called Chadbourne plan was negotiated and signed at Brussels 
on May 9, 1931, by representatives of the producers in seven 
of the leading exporting nations, who agreed to an allocation 
of exports for a period of five years.*° As in so many other 
restriction schemes, however, when the adhering producers 
curtailed their output other countries began to increase theirs, 
and the fall of prices was not checked. The plan was, there- 
fore, abandoned after a trial of somewhat less than four years. 
In the meantime the maladjustment between production and 
consumption was being corrected, but prices were slow to re- 
spond. Also international trade in sugar had become entan- 
gled in a web of controls which deprived the low-cost coun- 
tries of their natural advantages and made it difficult for them 
to work off accumulated stocks. The London conference thus 
faced the task of restoring more nearly normal conditions in 
the world’s sugar market, of checking the encouragement of 
inefficient production by subsidies, and of bringing interna- 
tional trade in sugar into its natural channels. 

The conference was in session until May 6. On that day, 
after much difficult give-and-take negotiation, the delegates 
signed an ‘International Agreement Regarding the Regula- 
tion and Marketing of Sugar.” In a broad sense, the agree- 
ment placed on an international basis the system of control 
which the United States had already set up for her continental 
and island producers. It was adopted for an experimental 
period of five years. Export quotas for the free world market 
were prescribed for thirteen countries. An International Sugar 
Council made up of representatives of the signatory countries 
was created to supervise the general operation of the plan and 
to readjust the quotas within prescribed limits. The signatory 


Cf. The United States in World Affairs, 1931, 82-83. 
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governments agreed to give ‘favorable consideration” to pro- 
posals to reduce excessive subsidies, to cut down tariff protec- 
tion where production was uneconomic and to encourage con- 
sumption in countries where consumption was low.** 

The United States was not an exporting country, and there- 
fore was not directly concerned with the export quotas. The 
agreement bound the Philippine Islands, however, to export 
only to the United States so long as their existing quota ar- 
rangements with this country continued in effect. If the United 
States government should reduce the Philippine quota, it was 
obligated to permit a net importation from foreign countries 
equal to the amount of the reduction, and the Philippines in 
turn would be permitted to sell that amount in the free 
market. 

These were the details of the agreement of most impor- 
tance to the United States. American interests were not 
vitally affected. From the international point of view the 
significance of the conference lay in the fact that, in the exist- 
ing state of world affairs, so many nations could be brought 
together in a plan of economic collaboration. All the political 
systems of Europe—Democracy, Fascism and Communism— 
were represented at the conference. Nations so diverse in 
interests and world outlook as India, Peru, China, Germany, 
and Australia were able to agree on at least one kind of 
program—a program which contributed little to the liberali- 
zation of trade, but which meant that certain nationalistic 
policies would not be intensified. The nations at the con- 
ference did not take a long step forward, but they decided to 
stop going backward. Something seemed to have been accom- 
plished in the way of mutual accommodation, even though 
the results were not sufficient to evoke enthusiasm. 

Since this agreement was a treaty and not a reciprocal 
trade pact, ratification by the United States was subject to 


™ International Sugar Conference. League of Nations Publication, Official 
No. 1937. Il. B. 8. 
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the consent of the Senate. President Roosevelt submitted the 
agreement to that body on June 28, 1937, but because of its 
close connection with national sugar control, action was de- 
ferred until the new sugar legislation, then pending, was 
disposed of. At the ensuing session, on December 20, the 
Senate gave its consent without a recorded vote.** 


7. Mr. Hull Carries On 


In the meantime the Department of State continued its 
work of the past three years in seeking to revive world trade 
through reciprocal tariff concessions. Secretary Hull persist- 
ently preached the doctrine that a liberal trade policy was 
the most practical method of safeguarding world peace. His 
efforts had borne fruit. At the beginning of 1937 trade agree- 
ments with fourteen countries were in actual operation, and 
the negotiation of others was under way. Collectively, these 
fourteen countries accounted for more than a third of the for- 
eign trade of the United States.** Later in the year agree- 
ments with El Salvador and Costa Rica came into force, 
bringing the total number to sixteen. Announcement was also 
made of “intention to negotiate” with Ecuador and Czecho- 
slovakia, and it was stated that agreements with Venezuela, 
Turkey and the United Kingdom, as well as revisions of the 
Canadian pact, were contemplated.** The procedure had de- 
veloped by degrees into four successive stages: (1) informal 
and exploratory conversations; (2) preliminary announce- 
ment that negotiations with a certain country were con- 
templated, with the fixing of a thirty-day period in which 
interested parties were invited to submit written statements 
of their desires concerning the content of the proposed agree- 
ment; (3) public notice of an intention to negotiate, fol- 

* Congressional Record, Seventy-fifth Congress, Second Session, 2511-2527. 

™ Commerce Reports, September 11, 1937. 

™“ Cf. Appendix Va. Special arrangements were also made with Soviet Russia 


and Italy, under which both obtained most-favored-nation treatment for a 
limited period. 
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lowed by the submission of briefs by interested parties and 
the presentation of oral statements at a public hearing; and 


(4) the negotiation of the agreement by representatives of 
the two governments concerned. 


The law under which these agreements were negotiated 
was due to expire by limitation on June 12, 1937, unless 
extended by Congress. The Administration leaders lost no 
time in seeking this extension. Within two days after the 
opening of the session Chairman Doughton of the House 
Ways and Means Committee introduced a joint resolution to 
continue the Trade Agreements Act for another three-year 
period.** From the Republican members, meantime, came 
various counter-proposals. Representatives Crowther of New 
York and Knutson of Minnesota offered bills terminating 
the existing agreements and revoking the authority to nego- 
tiate others.** Representative Culkin of New York intro- 
duced a bill requiring ratification by the Senate.** The attack 
of the Republicans during the limited debate permitted in 
the House was bitter. They avowed their sympathy with the 
principles of reciprocity, which many years before had been 
one of the tenets of their party, but they found fault with 
the methods employed under the present law, and denounced 
them as “contrary to the constitutional theory of govern- 
ment.” They criticized the “binding” of existing tariff rates 
and federal excises as tying the hands of Congress with 
respect to both external and internal taxation; they claimed 
that the system had benefited foreigners more than Ameri- 
cans and at the expense of Americans; that it had been 
especially injurious to farmers; that nations outside the agree- 
ments profited and gave nothing in return; that the agree- 
ments were really treaties and should be ratified by the 
Senate; and that the “star chamber” methods of negotiation 


™ Congressional Record, Seventy-fifth Congress, First Session, January 8, 
1937, ISI. 
* Ibid., 25, 35. 
*" Tbid., 1701. 
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gave interested parties inadequate opportunity to present 
their case.** 

The opponents, however, were numerically too weak to be 
effective. The great industrial interests, usually so active 
when tariff policies are under consideration, offered little 
resistance and apparently did not feel seriously endangered 
by the reciprocal trade policy. Such opposition as was not 
mainly partisan came from farm groups. The measure passed 
the House on February 9 by a vote of 285 to ror; eleven 
Democrats voted against the bill and three Republicans voted 
for it. In the Senate Mr. Capper of Kansas sought to amend 
the bill by eliminating the generalization of concessions under 
the most-favored-nation clause and by requiring the Senate’s 
consent to the ratification of all agreements. His proposal 
was defeated without a record vote. Senator Pepper, a 
staunch Democratic protectionist from Florida, offered an 
amendment limiting the reductions of duties on farm products 
to whatever was necessary to equalize production costs. This 
was rejected by the close vote of 42 to 39. A proposal by 
Senator Vandenberg of Michigan to extend Senator Pepper's 
principle to all reductions of duties was defeated by the 
more decisive vote of 47 to 29. Senator Lewis of Illinois 
sought to inject a new issue into the discussion with a sepa- 
rate bill prohibiting trade agreements with any governments 
in default on their obligations to the United States.*° The 
final vote in the Senate on February 25 was 58 to 24 in favor 
of the three-year extension. In this body the Republicans 
voted solidly in opposition, and were joined by nine Demo- 
crats.*° 

Though defeated in this test, the opponents of the trade 
agreements kept up their attack in one way or another 
throughout the year. During the special session of Congress 

* Congressional Record, Seventy-fifth Congress, First Session, 1012-1057, 
1086-1132, 1224, 1238-1287. 


® Ibid., 1700, 1701, 1963-1989. 
® Ibid., 1989. 
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in November Senator Lodge of Massachusetts introduced a 
joint resolution to suspend all such negotiations for twelve 
months, in order to maintain employment during the busi- 
ness recession and to prevent involvement in a possible Euro- 
pean war. He stated that the mere announcement by the De- 
partment of State of an intention to negotiate an agreement 
with Great Britain had caused one textile mill in his state“ 
to lay off 700 workers. 

In the House on the same day Representative Edith Rogers 
of Massachusetts offered a resolution calling for an investi- 
gation to determine the effects of the agreements upon the 
country’s welfare, whether the consent of the Senate to their 
ratification should be required, and whether there was any 
basis of fact in the ‘alleged implication” that one purpose of 
the proposed British trade agreement was “to form a defen- 
sive alliance of so-called democracies against an alleged 
alliance between Fascist foreign governments.’’* 


8. Anglo-American Trade Negotiations 


High officials in Washington deprecated the tendency both 
in this country and overseas to read political understandings 
into the reciprocal agreements and insisted that they should 
be regarded solely as methods of fostering trade and in that 
way aiding in the preservation of peace. Secretary Hull had 
held to the hope of bringing his work to a climax by an 
agreement with Great Britain, not because this would 
strengthen Democracy in opposing Fascism, but because 
mutual trade concessions by the world’s two greatest com- 
mercial nations would be to their own advantage, would aid 
in promoting world recovery, and might help to allay the 
fear of war. 

Hitherto the efforts of the United States to lower trade 
barriers by “generalized” reciprocal agreements had en- 
countered obstacles in British trade policy. The preferential 


“ Congressional Record, Seventy-fifth Congress, Second Session, 340, 1053. 
* Ibid., 377. 
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arrangements of the British government with the Dominions, 
made at Ottawa in 1932, offered one difficulty; and its series 
of bilateral treaties negotiated during 1936 and 1937 and 
conferring exclusive tariff benefits offered another. The 
Ottawa schedules had diverted an appreciable amount of 
British trade from the United States to the Dominions, just 
as they were intended to do. Any Anglo-American agree- 
ment was expected, therefore, to require some revision of 
the Ottawa schedules. This embarrassment probably ac- 
counted for the coolness of London over a considerable 
period toward all advances from Washington couched in 
terms of tariff reciprocity. On the other hand, London’s cool- 
ness undoubtedly contributed to Washington’s dissatisfaction 
with British policy which had been mounting since its rebuff 
by Great Britain in the Manchurian affair and its shock 
from the Hoare-Laval episode. London’s seeming lack of 
interest in reciprocity was regarded as one more evidence of 
unwillingness to codperate in the stabilization of interna- 
tional relations on the basis of principle. In the autumn of 
1936 British indifference became less evident. There was an 
apparent desire among the leaders both in London and in 
the Dominions for a closer understanding with the United 
States; and since it was realized that no firm political rap- 
prochement was possible, the economic line of approach was 
found to have some merit.** 

A straw showing the direction of the wind had been seen 
in January, 1937, when Mr. Walter Runciman, the member 
of the British Cabinet holding the presidency of the Board of 
Trade, visited the United States, spent a week at the White 
House, and conferred with numerous high government off- 
cials. The visit evoked considerable speculation on both sides 
of the Atlantic. Mr. Runciman’s insistence that it was purely 
social was regarded as the usual diplomatic method of evad- 
ing discussion of a delicate subject. From his official status 
it was to be inferred that he was concerned mainly with the 


“Times (London), November 20, 1937. 
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improvement of Anglo-American trade relations; and al- 
though he informed the House of Commons after his return 
to England that he had found no basis for the negotiation 
of a trade agreement and that his conversations had been 
only of an “exploratory” character, little doubt remained that 
some form of economic codperation between Great Britain 
and the United States was under consideration. Considerable 
importance was attached to Mr. Runciman’s admission that 
the exploratory talks would continue. At Washington shortly 
afterward Secretary Roper told newspaper correspondents 
that the possibility of a trade agreement with Great Britain 
was receiving close study.** 

On May 14, 1937, immediately after the coronation of 
King George VI, the British Imperial Conference met in 
London. During a month of conversations on various matters 
connected with foreign policy and imperial defense, the mem- 
bers manifested no enthusiasm for an Anglo-American agree- 
ment which might upset their own preferential arrange- 
ments. At the close of the conference the delegates expressed 
a desire that “every practicable step be taken to stimulate 
international trade,” but carefully avoided specific commit- 
ments. 

More tangible evidence that some of the European powers 
were really interested in reducing trade barriers had appeared 
in April, when the British and French governments invited 
the Prime Minister of Belgium, M. van Zeeland, to inquire 
into the feasibility of international action in behalf of freer 
trade. In the execution of this commission M. van Zeeland 
visited the United States and conferred with President Roose- 
velt and Secretary Hull. Indications of further progress in 
negotiations appeared when, in August, Sir Frederick Leith 
Ross, economic adviser to the British government, was desig- 
nated to head an economic mission to the United States to 
discuss trade problems. It was not until November, however, 
that sufficient progress was attained in the discussions in 

“ New York Times, March 10, 1937. 
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Washington to justify any public announcement by the two 
governments. On November 18 the Department of State 
gave formal notice that a trade agreement between Great 
Britain and the United States was contemplated. On the fol- 
lowing day it made a similar statement with regard to 
Canada. A simultaneous announcement on Great Britain's 
behalf was made in London by Prime Minister Chamber- 
lain. The favorable reception of this news in the British Do- 
minions indicated that much water had passed over the dam 
since the Imperial Conference in May. Dominion leaders had 
been kept in close touch with every step of the proceedings, 
and it appeared that practical methods had been worked out 
for compensating them by means of new concessions in the 
event that they should be called upon to surrender advan- 
tages accruing to them under the Ottawa agreements.*® 
At League headquarters in Geneva the plan for an Anglo- 
American agreement was commended as “one of the few 
hopeful signs on the economic and political horizon.’’** In 
Berlin the news of the negotiations was said to have aroused 
keener interest than any similar development in recent years. 
German officials were disposed to view this development 
from a military angle and to assume that Great Britain 
would make present economic sacrifices in order to assure a 
continued inflow of American raw materials in the event of 
war.*’ Meanwhile, Italy suddenly revived her interest in nego- 
tiations with the United States which had been interrupted 
by the outbreak of the Ethiopian War, and made motions to 
establish a most-favored-nation relationship with the United 
States. In Canada the Conservative Party, under the lead of 
Mr. Richard Bennett, former Prime Minister, sought to make 
a political issue of the proposed United States-Canadian 
agreement as a means of returning to power, and proposed to 
contest any impairment of existing imperial preferences. The 


“Times (London), November 20, 23, 1937; New York Times, November 
19, 20, 1937; Commerce Reports, November 27, 1937. 

“ New York Times, November 20, 1937. 

“ Ibid., November 28, 1937. 
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Liberal Party, on the other hand, indicated a willingness to 
make some sacrifices which would be an aid to world stabili- 
zation and conducive to long-term prosperity.** 

In the United States the proposed trade agreement met 
with a mixed reception. The news came when business was 
experiencing a sharp recession and fear of foreign compe- 
tition was increasing. The proposed agreement with Czecho- 
slovakia had been announced only a few weeks previously 
and that country, like Great Britain, was interested primarily 
in obtaining a larger American market for its manufactured 
goods. The shoe manufacturers in the United States launched 
an exceptionally vigorous campaign against any tariff con- 
cession on their products. The long struggle during the first 
half of the year between the Administration and Congress 
over the Sugar Control Act had shown that much of the 
country was still strongly protectionist. The lowering of 
trade barriers at any single point was sure to evoke protests. 

Any attempt to demonstrate statistically the net results of 
the trade agreements negotiated by the United States is not 
altogether convincing, because during 1937 many influences 
besides the tariff were at work. In 1937 exports to the six- 
teen countries with which agreements were in effect showed 
a gain of 41 per cent over the preceding year, while exports 
to all other countries increased 34 per cent. On the other 
hand, imports from the trade-agreement countries increased 
only 18 per cent, compared with a gain of 34 per cent for 
other countries. Normally under the concessions made in the 
agreements, imports would tend to increase along with ex- 
ports and their failure to do so was attributed by the De- 
partment of Commerce to “several special situations, partly 
of a temporary character.” In stimulating imports the agree- 
ments were overshadowed by two other factors: first, the 
heavy industrial activity during the early months of 1937 
increased the demand for such foreign products as crude 
rubber, wool, raw silk, hides and skins; secondly, the drought 

“Times (London), November 25, 1937. 
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of 1936 led to large imports of grain during the first half 
of 1937. The commodities making up these larger imports 
came mainly from countries with which the United States 
had not negotiated trade agreements. While exports to the 
trade-agreement countries increased more than exports to 
other countries and while the agreements may have played 
a part in bringing this about, it is evident in this instance 
also that the armaments race and the new demand for goods 
incident to economic recovery abroad were also stimulating 
the outflow of American goods. 





CHAPTER SIX 
MEXICO IN TRANSITION 


“THE American republics have given a salutary example to 
the world.” Thus spoke President Roosevelt at Buenos Aires 
in December, 1936. It was in the course of a speech of 
some historical importance, wherein he deplored Europe’s 
war madness, contrasting it with the ideal of Pan American 
solidarity based on peace, democracy and good neighborhood. 

The ideal, however, still fell short of full attainment 
throughout the Western Hemisphere, though it had been 
realized in that portion of the Americas which lies north of 
the Rio Grande. In that area live 140,000,000 people, ac- 
knowledging loyalty to two different governments, but speak- 
ing a common language and adhering to the same basic law 
and political philosophy. Thus far in their history Canada 
and the United States had made a success of democracy, 
and they had indeed given to the world pronounced proof 
of a will to live at peace and to realize the “glories of in- 
terdependence” as well as those of independence. 

Below the Rio Grande, southward to Patagonia, there are 
125,000,000 other people broken up into a score of states. 
Racially they are less homogeneous than their northern neigh- 
bors, though they have a certain common bond in their cul- 
tural heritage from Spain and Portugal. Here democracy 
has by no means been fully achieved. Here, too, all has not 
been peace and good understanding. But the disturbances 
which have taken place have been mostly of a civil nature; 
and even when they have involved two nations or more they 
have not endangered the peace of the world, as have the 
disturbances of Europe. 
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1. Two American Civilizations 


The physiography of the two American areas differs, as 
does the civilization of their peoples. North of the dividing 
river there is plenty of habitable land, replete with resources 
to sustain a relatively dense population on a high level of 
living. Here, too, capital and technical skill exist in sufficient 
amounts for all necessary domestic purposes, with something 
left over for productive employment abroad. South of the 
Rio Grande there is likewise great natural wealth, but it is 
not so easily exploited. For nature is less considerate there. 
Forbidding mountains and arid plains offer obstacles in 
some parts of this area, while in others tropical heat, tor- 
rential rains and pestilential jungles are a handicap to man’s 
efforts. Although nature has deposited minerals in one dis- 
trict or another with a lavish hand, capital and technique 
must be brought long distances to get the ore out of the 
ground and into consumption. 

These human and physical variations have had a bearing 
on international relations in the Western Hemisphere; and 
nowhere has this been more evident than in the dealings be- 
tween the United States and her nearest southern neighbor. 
The proximity of Mexico and her natural riches once made 
this country an inviting field for American enterprise. Before 
the World War, though the United States, because of ex- 
ternal borrowings, was still a debtor nation on balance, 
American investors managed to place approximately a 
billion dollars in Mexican mines, oil wells, railways and 
ranches. Europeans contributed about the same amount. 
President Porfirio Diaz, always more interested in the ma- 
terial development of his country than in its social progress, 
welcomed foreigners bearing funds, and bestowed generous 
concessions upon them. A small, select group of Mexicans 
profited from this policy, but the lot of the peon remained 
hard. Popular feeling rose against the Diaz government, and 











MEXICO IN TRANSITION 117 


the masses were disposed to regard the foreigners and their 
concessions as part and parcel of the régime. 


2. A Country in Ferment 


In 1910 came revolution and with it sounded the cry of 
“Mexico for the Mexicans.” Diaz was ousted and a decade 
of civil war and political chaos followed, exacting a heavy 
toll in American lives and property. Part of the loss was 
incidental to the general turmoil, and was in no respect 
different from that suffered by the Mexicans themselves; 
but there were numerous cases in which citizens of the United 
States appeared to be singled out for deliberate attack. 

The overthrow of President Diaz was the first step toward 
a complete revision of Mexico’s social and economic system. 
The breaking up of the colossal estates which had been ac- 
cumulated by fair means and foul during the century of 
independence, and a return to the system of communal land- 
holdings, or ejidos, was one of the main goals of the revo- 
lution. The ejidos dated back to the days of the Aztecs, and 
the idea had never disappeared from the native Indians’ 
minds during the years of their peonage. In the agricultural 
districts of Mexico the masses of the population lived in 
the direst poverty, ignorance and superstition on the immense 
haciendas of Mexican and foreign landlords, many of whom 
resided abroad in luxury. The success of the revolution was 
conditioned upon the breaking up of this semi-feudal system. 

Order was restored in 1920 when General Alvaro Obre- 
gon became President, but relations with the United States 
were clouded by the vacillating attitude of the Mexican 
government toward a great mass of claims for damages to 
American citizens in their persons and property.? There were 


*Charles P. Howland (ed.), Survey of American Foreign Relations, 1931, 
275; S. F. Bemis, Diplomatic History of the United States, 542-543. 

*A preliminary and apparently partisan report by a Senate Committee 
(generally known as the Fall report), covering the years 1910 to 1920, 
states that 397 United States citizens were killed in Mexico during the revo- 
lution and 58 were killed on the border. In addition, 122 citizens were 
wounded or subjected to outrage, and 132 United States soldiers were killed 
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claims for lands expropriated under the revolutionary scheme 
of agrarian reform, claims for unpaid interest on bonds of 
the Mexican government, and claims for personal damages 
presented by victims of violence or their heirs and de- 
pendents. 

It was not until Mr. Dwight Morrow was sent to Mexico 
as United States Ambassador in October, 1927, that a satis- 
factory atmosphere was created in which to adjudicate the 
issues relating to the petroleum problem.* It was Mr. Mor- 
row who first inaugurated the policy of the Good Neighbor 
in Latin America. He saw that a complete reshaping of the 
Mexican social structure was inevitable, and he was able to 
bring the majority of his countrymen to adopt an under- 
standing attitude toward a troubled country in the throes of 
rebirth. Above all, he was able to impress the Mexican peo- 
ple with the sincerity of his own friendship and with the 
reasonableness of the purposes of his government. Thanks 
to him, a period of improved relations now followed upon 
a decade and more of estrangement. The effects were visible 
throughout Latin America, where certain groups regarded 
the attitude of Washington toward Mexico as the “acid test” 
of its disposition toward all the other American republics. 
They deemed it a happy augury, therefore, when relations 
between the two neighboring states once more assumed 
a routine character. Machinery had already been set up for 
the adjudication of claims, and though it functioned slowly 
and sometimes creaked, its mere existence tended to elimi- 
nate irritation and misunderstanding.‘ 





and 76 wounded. Senate Document 258, Sixty-sixth Congress, Second 
Session, 1920. 

*The basis of a settlement had been tentatively reached in 1923, but in 
the following years this was upset by new legislation by the Mexican 
Congress. 

“By the end of 1930, 4,913 claims, amounting to $685,842,203, had been 
filed with the Claims Commissions by United States nationals against Mexico. 
In the same period 836 claims, amounting to $245,158,395, had been filed 
against the United States by Mexicans. C. P. Howland, op. cit., 271. 
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This era of better feeling had been inaugurated during 
the administration of President Plutarco Elias Calles. After 
his term expired on November 30, 1928, General Calles 
continued, as Mexico’s strong man, to shape the policies of 
the nation for six years longer. As leader of the National 
Revolutionary Party, he had come into office with a pro- 
gram designed to continue the work of the revolution; but 
with the acquisition of power, position and wealth he and 
his immediate successors lost much of their zeal for sweep- 
ing reforms. Yet, although the revolution was retarded, it 
had not run its course, and in 1933, under the goad of the 
depression and perhaps also under the stimulus of the new 
economic program inaugurated in the United States, it was 
off to a fresh start. 

The National Revolutionary Party drafted a six-year plan 
designed to set up a “codperative system toward socialism.” 
The plan included an elaborate scheme of public works, a 
speeding up of the redistribution of land, the financing of 
local farm codperatives and the improvement of wage and 
working standards. Lazaro Cardenas, the hand-picked candi- 
date of General Calles, was elected President on a platform 
embodying this plan, and his six-year term coincided with 
the time-limit fixed for completion of the program. It soon 
became apparent, however, that the mind of the new Presi- 
dent was running on an independent tack. Politically, Car- 
denas was far to the left of his sponsor, and soon he severed 
all relations with him, purging the Cabinet of all Calles 
adherents. Eventually he caused his former chief to be de- 
ported to the United States. 

The work of accelerating the revolution now proceeded 
at a fast tempo. Within the three years from 1934 to 1937 
Mexico underwent a drastic economic transformation. The 
new régime was sometimes characterized by its critics as 
Communistic and sometimes as Fascist. It was neither. Its 
methods were mainly those of state socialism, not because 
of the leader’s devotion to this system but because it seemed 
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to offer the most direct route to his goal. Few people in 
the United States were aware of what was happening across 
the border and fewer still grasped the possible significance 
of these events for the family of American nations. 


3. Sharing the Wealth 


In the first three years of the Cardenas régime more was ac- 
complished toward realizing the economic program of the 
revolution than had been achieved in the entire preceding 
period since the pacification of the country in 1920. When 
Cardenas assumed office, some 20,000,000 acres of land had 
already been expropriated and placed under the communal 
holding system.® Within the next three years 25,000,000 
acres more were added. Since the beginning of these opera- 
tions the heads of 1,375,000 peon families had received 
allotments.® But this was only a part of the story. Under 
the Calles régime the plan had been ineptly managed. The 
purpose then was to create a class of small independent land- 
holders, as in France. But most of the peons received poor 
lands, and having no live stock or farm equipment of their 
own, they were often in a worse state than they had been 
when they worked for miserable wages on the haciendas. 
To remedy this situation, the government reorganized the 
National Bank of Agricultural Credit (which hitherto had 
mainly helped large landholders) in order to assist local 
codperative societies to supply their members with funds to 
equip their farms. In 1935 a new institution, the National 
Bank of Ejido Credit, was established for the express pur- 
pose of financing the communal landholdings. 

Steps were also taken to provide the peasants with land 

* Charles A. Thompson, “‘Mexico’s Challenge to Foreign Capital,” Foreign 
Policy Reports, XIII, 126, August 15, 1937; Maurice Halperin, “What 
About Mexico?” New Republic, XCIII, 270-278, January 12, 1938. 

* News release by Mexican government's Press Department cited in New 
York Times, October 24, 1937. Cf. Also Enrique Mungufa, “The Agrarian 


Problem in Mexico,” International Labor Review, XXXVI, 216, August, 
1937. 
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of better quality. A decree in October, 1936, and a new 
expropriation law in the following November vested the 
government with sweeping power to take over private prop- 
erty at its discretion. Under the law landholdings which 
were monopolized by a few persons to the disadvantage of 
society in general or of any social class might be sequestrated 
and the owners reimbursed over a period of ten years. Even 
at that they only were to receive the amount of the land’s 
valuation for tax purposes. The Cardenas government inau- 
gurated this new agrarian program in the Laguna region in 
the north central states of Durango and Coahuila.? Here 
were the best cotton lands in Mexico, but expensive irriga- 
tion works were needed for their utilization. Their cultiva- 
tion had been undertaken about sixty years before by British, 
Spanish, German and American companies. It was an ab- 
sentee system, but it gave permanent employment to some 
16,000 peons and temporary employment at cropping time 
to twice as many more. Under expropriation proceedings 
about 600,000 acres of this land were divided among 30,- 
ooo families. The government spent over $8,000,000 set- 
tling the workers on the land and financing their operations.* 

In April, 1937, President Cardenas ruled that the large 
holdings of the American-owned Colorado River Company 
in Lower California could be subjected to expropriation im- 
mediately. Only a year before the company had entered into 
arrangements with the government under which it was to 
sell its lands to peasant farmers at a fixed rate, but the Presi- 
dent now maintained that the expropriation law superseded 
this agreement. In August, 1937, he also began to divide 
the great henequen (or sisal) estates in Yucatan.® In the 
same month he issued a decree limiting individual landhold- 


* Mexican Ministry of Foreign Relations, The Mexican Government in the 
Presence of Social and Economic Problems (Mexico City, 1936), 23-29. 
* Thompson, op. cit., 129; New York Herald Tribune, August 30, 1937. 


Because of lack of irrigation facilities, only about 250,000 acres of the Laguna 
lands were under cultivation. 


* New York Times, August 8, 1937. 
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ings to 150 hectares (375 acres) and abolishing the exemp- 
tion from expropriation hitherto accorded to sugar lands on 
which mills were located.”° 

Nor were the expropriations limited to the execution of 
agrarian reforms. On June 24, 1937, the government took 
over the rights of private stockholders in the National Rail- 
ways of Mexico. Once before, in 1914, it had undertaken to 
nationalize this system, but after twelve years of trial it had 
returned the lines to private operation, while retaining own- 
ership of more than half the stock. At the time of the 
second nationalization there were bonds outstanding with a 
face value of $240,000,000." About two-thirds of these 
securities were in British and American hands and the re- 
mainder in the hands of French, Belgian and German in- 
vestors. For some time past the bonds had been in default. 
Their owners were now promised reimbursement after an 
appraisal of the properties had been made, but there was 
no word as to what the terms of payment would be, nor 
any assurance that the valuation would be impartial. 

The decree of nationalization referred critically to the 
National Railways of Mexico as “an organization of the 
capitalistic type, with lucrative aims predominant,” and as- 
serted that the railway would be operated thereafter “for 
the economic and social progress of the country.” A new 
government department was organized for the interim opera- 
tion of the system, and in December steps were taken to 
place it under the direct control of the workers, who were 
to exercise their managerial function through the National 
Railway Workers Syndicate.” 


* This decree was believed to be aimed specifically at a huge American- 
owned sugar estate. New York Herald Tribune, September 11, 1937. 

™ Mexican News Letter, June 25, 1937; New York Times, June 25, 1937. 
For the Mexican point of view on railway nationalization, cf. Gilberto 
Bosques, The National Revolutionary Party of Mexico and the Six-Year Plan 
(Mexico, D. F. 1937), 323-325, 340. 

New York Times, December 5, 1937. 
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4. The Mexicanization of Industry 


In the relations of the United States with Mexico oil 
has never served as a lubricant: on the contrary, it has often 
been a great source of friction. Most of the trouble over oil 
has turned on the Constitution of 1917, which stipulates, 
in Article 27, that all mineral products, including petroleum, 
are the property of the state. The inclusion of this provision 
in Mexican organic law precipitated a prolonged dispute 
over the status of the leases made by foreign oil companies 
before the adoption of the new Constitution. The main 
points at issue were whether Article 27 was retroactive, and 
whether it impaired the obligations of existing contracts. 
After ten years of controversy a satisfactory solution was 
reached through the Morrow-Calles agreement of 1928. Un- 
der this agreement, which was buttressed by a ruling of the 
Mexican Supreme Court, oil companies operating under 
leases made before 1917 could obtain “confirmatory conces- 
sions,” subject only to the rentals and taxes fixed in the 
original agreement.” 

Nine years of comparative quiet followed this settlement. 
But the Cardenas program called for the Mexicanization of 
the industries dominated by foreign capital, and practically 
the whole of Mexican industry was in this category. In 
March, 1937, the government began to apply its program 
to oil by setting up the Administracién General de Petrdleo 
Nacional. This agency was to manage the petroleum re- 
serves'* assigned to it by the federal executive, to regulate 
the domestic oil market and the export of oil products, and 
to engage in the refining and distribution of petroleum.’ 
It was also to take over the business of the government-con- 

*C. P. Howland, op. cit., 152-156. 
“Since 1926 all lands in oil-producing areas not under lease or con- 


firmatory concession had been set aside as national reserves, and to these 
were to be added lands on which leases and concessions had expired or 
were canceled. 

* Thompson, op. cit., 130-134; New York Times, February 21, March 3, 
1937. 





124 THE UNITED STATES IN WORLD AFFAIRS 


trolled Petrdleos de México, the one important domestic 
oil company, and the only concern which had obtained any 
new concessions during 1936. It was generally assumed that 
the new agency would compete with the foreign companies 
on a privileged basis and perhaps hasten their withdrawal 
from the Mexican oil fields. 

There were sixteen important foreign oil companies oper- 
ating in these fields. Eight American concerns were reported 
as having a capital investment in the country of about $175,- 
000,000. No oil lands in Mexico except those acquired before 
May 1, 1917, were held in fee simple, and many of the leases 
would soon expire. The foreign companies had installed 
much costly equipment, and if their leased properties were 
to revert to the national reserves, their tanks and pipe-lines 
would probably be subjected to expropriation. 

The government did not wait for some of the leases to 
expire. On November 4, 1937, it went beyond the apparent 
limits fixed by its own law and decreed the nationalization 
of 350,000 acres of land already leased to subsidiaries of 
the Standard Oil Company of California, and also the na- 
tionalization of oil and mineral rights on 500,000 acres 
leased to a land development company in the state of Ta- 
basco. This was an innovation; the government had pre- 
viously nationalized only potential oil resources and had 
not assumed to take over proved lands under lease.’® Near 
the end of November seven suits were filed in Mexican courts 
asking for injunctions against nationalization proceedings.” 
Here were the makings of another major controversy, and 
the solution called for high-grade statesmanship. In the opin- 
ion of the New York Herald Tribune, another Dwight 
Morrow was needed,** and indeed there was equal need 
of a Mexican leader as reasonable as General Calles. 

Still further troubles were encountered by the oil opera- 

* New York Times, November 5, 1937. 


™ Ibid., November 25, 1937. 
* New York Herald Tribune, September 9, 1937. 
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tors. Near the end of May there began a series of strikes 
in the oil-fields which hampered transportation and created 
widespread inconvenience. The oil companies, while point- 
ing out that they had already advanced wages more than 
60 per cent since 1934, offered a further increase which 
they estimated would add nearly $4,000,000 to their an- 
nual wage bills. This offer was rejected, but at the govern- 
ment’s urging the strikers agreed to return to work on 
condition that the Federal Board of Conciliation and Arbitra- 
tion should make an investigation of the financial status of 
the companies and fix the terms of a settlement. The com- 
panies thereupon announced that pending the findings of 
the board they would not grant the increase which they had 
offered and the workers had refused. 

In the meantime the Board of Conciliation and Arbitra- 
tion had appointed a commission of experts to investigate 
conditions in the oil industry. Its findings, made public in 
August, recommended a yearly increase in the companies’ 
payrolls of 26,000,000 pesos (about $7,228,000). The com- 
panies protested their inability to pay so much and pointed 
out that the commission had ignored the additional costs 
entailed by the proposed establishment of a forty-hour week 
and other changes in working conditions. The real cost, 
as estimated by the companies, would be 40,000,000 pesos 
($9,120,000), and since the increase would be retroactive 
there would be an additional non-recurring charge of $5,- 
000,000. They contended that such an addition to their 
Operating expenses would amount to confiscation, and they 
complained that they were being singled out and required 
to pay wages from three to five times greater than were 
paid in local industries, while nothing was being done to 
raise the general wage level.’® 

While the board was considering the case the strikes 
in the oil-fields continued, and were a source of no little 
embarrassment to the government. A considerable portion 


* Times (London), October 28, 1937. 
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of its tax revenue was derived from the operations of the 
oil companies, and these were reduced by labor troubles at 
a time when the agrarian program was putting a strain on 
the Treasury. President Cardenas now found that the ex- 
tremists in his following were defeating their objectives, but 
though he rebuked the trouble-makers the situation did not 
improve. On October 27 he persuaded the union leaders to 
sign an agreement for a truce on strikes for the rest of the 
year, but a new strike was called three days later.” 

On December 18, after conducting hearings on the re- 
port of its commission, the Federal Board of Arbitration and 
Conciliation announced its award, which it based on its own 
estimate of the companies’ profits. It ordered (1) an in- 
crease of 40 per cent in the basic wage, (2) the discharge 
of all foreign technicians and their replacement with Mexi- 
cans within the next three years, (3) a forty-hour, five-day 
week, (4) pensions up to 80 per cent of wages paid at the 
time of retirement, (5) free housing for employees, (6) 
holidays of from four to six weeks with full pay, (7) six- 
teen obligatory rest days, in addition to Saturdays and Sun- 
days, (8) the right to leaves of absence for varying periods, 
(9) the provision of transportation and recreation facilities 
for workers and their families. 

The details of the award revealed clearly enough that the 
issue was no mere matter of wages and hours. The com- 
panies were ordered, in effect, to establish a Utopia in the 
oil-fields, and it was impossible to believe that the award 
was made in good faith. Skepticism increased with the knowl- 
edge that the government’s own company, the Petrdleos de 
México, was not included in the wage ruling. Apparently 
the underlying purpose was to make life so disagreeable to 
foreign oil corporations that in due course they would fold 
up their tents and get out. The companies, however, were 
not yet ready to strike camp. As their first step they decided 
to exhaust whatever legal remedies were available to them 


* New York Times, October 29, 31, 1937. 
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in Mexico, and on December 29 they appealed to the Mexi- 
can Supreme Court for an injunction against the board’s de- 
cision and at the same time petitioned the board to withhold 
the execution of its order pending a ruling by the court. 
There the matter rested at the end of the year." 

About a month before the board rendered its wage de- 
cision the government made a proposal to the oil companies 
which seemed to suggest an alternative to expulsion. They 
were asked to discuss the payment of royalties to the gov- 
ernment on all concessions then pending, and the royalties 
would be in such a large amount as to make the government 
virtually a partner in the business. The companies were ap- 
prehensive lest the application of this system to new con- 
cessions would be followed by the government's efforts to 
extend it to concessions already held and thus nullify the 
provisions of the Morrow-Calles agreement designed to pro- 
tect them from new exactions. There was one company, how- 
ever, the British-controlled Mexican Eagle, which appeared 
to have no such misgivings. It had already been operating 
in the Poza Rica field, which was proving to be one of the 
world’s richest, and on November 12 it concluded a new 
agreement greatly increasing its holdings and possibly en- 
abling it to double its output. From the best of its territory 
the company agreed to give the government 35 per cent of 
its production as a royalty and for the poorer areas it offered 
15 per cent. In addition it agreed to make the government 
a loan of £1,000,000.7” 

The Cardenas administration would have willingly entered 
into similar arrangements with the other important produc- 
ers, but as their proposed concessions, unlike those of 
Mexican Eagle, lay in unproved fields, they demurred at as- 
suming the risk of heavy commitments in advance of explora- 
tion and development. It was also pointed out that the British 

"Times (London), December 30; New York Times, December 31; 


Journal of Commerce (New York), December 30, 1937. 
™ Times (London), November 20, 1937. 
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had special reasons for assuring a large supply of oil from 
the Mexican fields, since the Anglo-Iranian territory might 
be rendered inaccessible in the event of a European war, 
with a hostile fleet controlling the Mediterranean.” 


5. Relations with the United States 


Early in 1937 the Administration in Washington, though 
maintaining outward calm, realized that for the first time 
within almost a decade it was facing a major problem in 
Mexico. But Washington was also aware that many Latin 
Americans regarded the near neighbor of the United States 
as offering a conspicuous test of the policy of the Good 
Neighbor, and that the slightest suspicion of intervention 
in Mexico’s domestic affairs would produce general skepti- 
cism concerning the sincerity of its professions. Under these 
circumstances it was necessary to move with the utmost cir- 
cumspection. Yet in international relations a multiplication 
of “incidents” like those in Mexico might produce “a situa- 
tion,’ which if not attended to would “deteriorate”; next 
would come tension, and tension might bring a crisis. 

Mexico, like the United States, was carrying on a series 
of bold experiments in government control of the national 
economy; but the Mexican experiments differed in that they 
were often conducted not only in disregard of the previously 
acknowledged rights of nationals of other countries but at 
times in avowed opposition to them. On the other hand, there 
was no evidence at this time, as there was in the turbulent 
years before 1920, of any deliberate purpose to discriminate 
against citizens of the United States. Not only were Ameri- 
can, British and French properties taken over impartially, 
but the Cardenas régime was also expropriating the holdings 
of its own nationals.** It was acting on the popular theory 

* New York Times, December 10, 1937. 

“The New York Times correspondent in Mexico City stated, in the issue 
of January 9, 1937, that somewhat more than 16 per cent of the expropria- 


tions up to August 31, 1936, were of foreign properties. In other words, 
over 80 per cent were of Mexican-owned properties. 
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that the large estates and concessions had been bestowed on a 
favored few by dictators and that the holders, through the ex- 
ploitation of the native labor, had regained more than they 
had paid out in improving or developing these properties. The 
ousted owners had received no payment, even in the form of 
bonds, since 1933; and the bonds which had been previously 
issued were now worth only about 10 cents on the dollar.”® 

The nearest approach to an official announcement that 
expropriated owners would get nothing came from the 
Mexican Under Secretary of State, Sefior Beteta, when he 
addressed a meeting of United States consuls, members of 
the embassy staff and officials of the Department of State in 
Mexico City. Sefior Beteta called the government’s policy “a 
reconquest of Mexico for Mexicans’ and intimated strongly 
that no further payments would be made for the seized lands. 
Although the law had contemplated the issue of bonds to 
those who had been expropriated, the government would 
tender no promise of payments which it was unable to make, 
inasmuch as “such action would not be in accord with Mexi- 
co’s honest relations with other countries.”*® 

Although Washington was reluctant to raise an issue 
with the Cardenas government, its attitude became notice- 
ably firmer as the year advanced. It could not challenge 
Mexico's right to expropriate, since that was an attribute 
of sovereignty inherent in government, but it was bound 
to see that its dispossessed nationals received adequate re- 
muneration and fair treatment in all other respects. It was 
dificult, however, to take exception to an award until it was 
actually made—and none was being made. Action by Wash- 
ington was made still more difficult by the requirement that 
the oil companies wishing to operate in Mexico must ob- 
tain charters in that country. The Mexican government thus 
held a club over such concerns and was able to retaliate 


* Cf. Eyler N. Simpson, The Ejido: Mexico’s Way Out, passim. 

* New York Times, October 15, 1937. The quoted portions are the corre- 
spondent’s translation of an official digest of the speech issued by the Mexican 
Foreign Office. 
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drastically against any which appealed to another govern- 
ment against its procedure. 

A forceful hint was conveyed to Mexico on July 20, when 
Mr. Sumner Welles, the Under Secretary of State, declared 
in a radio address that “the policy of the Good Neighbor 
is not a one-way policy,” and added that if his government 
treated its near neighbors with scrupulous respect for their 
rights and the rights of their nationals, “it has the right 
to expect similar respect and equivalent consideration for 
its nationals.”’*" 

On September 5, 1937, having just returned to his post 
after discussing the Mexican situation with President Roose- 
velt and Secretary Hull, Ambassador Daniels expressed to 
the Mexican authorities the hope of his government that the 
Morrow-Calles agreement would be carefully adhered to, and 
that nothing would disturb the status guo and existing good 
relations. This was said to be the first time in four years 
that it had been necessary for the United States to make 
any formal representations to the Mexican government.”* 

Within a few days thereafter it was necessary to make 
fresh representations about a different matter, and one which 
the Department of State took very much to heart. Every effort 
by Secretary Hull to improve trade relations with Mexico 
had been rebuffed. The Cardenas régime, in its distrust of 
foreigners, seemed favorably disposed toward autarchy. On 
January 18, 1937, the tariff was raised by an average of 
25 per cent, and the new rates affected chiefly products ex- 
ported by the United States. This plan to encourage home 
industry was carried a step further in April, when a pro- 
gressive tax was imposed on 35 per cent of the gross sales 
of all foreign concerns selling goods in Mexico but not 
maintaining branch offices there. The 35 per cent of sales 
was arbitrarily assumed to be profit and was to be taxed 
at rates ranging from 2 to 12.3 per cent, according to the 


™ Department of State Press Release, July 21, 1937. 
™ New York Times, September 6, 1937. 
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amount. In practice only free-lance salesmen would be sub- 
ject to the tax; but they were said to obtain about half the 
orders for United States goods sold in Mexico, and it was 
believed that the levy would drive many of them out of 
business and probably out of the country. 

In order to insure payment of the tax and to obtain badly 
needed funds at once, the government ordered its consuls 
everywhere, beginning on September 15, to collect a tax 
of 3 per cent on the invoice value of all goods shipped to 
Mexico. The necessary consular documents for the ship- 
ment would not be certified until the tax was paid. This new 
impost was intended to be an advance deposit against the 
tax on gross sales. If at the end of the year the deposits ex- 
ceeded the tax due from the exporter on his sales, the gov- 
ernment would refund the difference, but in no case would 
he be required to pay more than the amount of the deposit. 
In effect, the Mexican government had laid a new but low 
tariff duty on everything brought into the country, and since 
about two-thirds of the imports came from the United 
States, American firms would supply the bulk of the govern- 
ment’s new revenues and would also encounter an addi- 
tional handicap in marketing their wares at higher prices. 

Washington now made its second representation to Mexico 
City within a fortnight. Ambassador Daniels requested that 
imposition of the tax be postponed until a study could be 
made by his government's trade experts of its possible ef- 
fects on the United States. He was politely informed that 
the request had come too late, since the power of President 
Cardenas to adjust such matters by decree had expired by 
limitation on September 1, and the matter could be dealt 
with only by the Mexican Congress, which was not then 
in session.?° 

Because of their larger stake in Mexico, American inves- 
tors suffered heavier losses than those of any other country. 
Their grievances were greater in quantity if not in quality. 


" New York Times, September 8, 15, 16, 1937. 
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The American people as a whole, however, refused to be- 
come excited about their complaints. There were no spokes- 
men in Congress, as there were two decades earlier, to 
inflame public opinion and to demand the government's 
intervention for the protection of American rights. For the 
present, “dollar diplomacy” was as dead as the dodo. 

The friendly attitude of Washington had contributed ef- 
fectively to Mexico’s prosperity during the first half of the 
Cardenas administration; indeed, without this prosperity its 
program would have quickly collapsed. For Mexico was 
greatly benefited by the rise in the prices of her principal 
products. At the same time the return of prosperity to the 
United States led to an enormous increase of tourist traffic 
below the Rio Grande, with consequent gains in the Mexi- 
can national income.*® But the most direct contribution 
of the United States government was made by its purchase 
every month of 5,000,000 ounces of Mexican silver at a 
price somewhat above that which prevailed in the world 
market. These purchases not only increased the revenues 
of the Mexican government by stimulating the output of 
one of the country’s most important industries, but they 
stabilized its currency and thus facilitated the execution of 
the Cardenas program. Even with this external assistance, 
the government was in a straitened financial situation at the 
end of 1937, with a deficit of 34,000,000 pesos and the 
heaviest expenditures on record. 

In spite of every effort to be tolerant and to keep hands 
off in the internal affairs of another government, the 
Administration at Washington faced the fact that property 
rights of its nationals in Mexico were not secure,** and that 
Mexico, though in revolt against an outmoded anti-social 
order, was not yet safe for democracy. The revolution was 


In 1933 foreign tourists in Mexico were estimated at 39,000 and their 
expenditures at $4,000,000. In 1936 the number was estimated at 100,000, 
and their expenditures at $15,000,000. Mexican News Letter, April 5, 1937. 

* Carleton Beals, ‘‘Sharing-the-Wealth, Mexican Style,” Barron’s, December 
6, 1937. 
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still going on. It was not a Russian revolution, nor German, 
but peculiarly Mexican. Reconstruction still lay in the future; 
nor could it be achieved by dictator’s fiat or by act of Con- 
gress. It would be the work of a generation. 

Meanwhile, though the United States government might 
continue to exercise forbearance, the internal condition of 
Mexico offered a fertile field for external influences not ac- 
ceptable to Washington. And in a world where reason had 
abdicated, and the impossible had a way of coming to pass, 
stranger things had happened than that Mexico should be- 
come, like Spain, a battleground of ideologies, or that ambi- 
tions foreign to the American continent should find some sort 
of foothold on Mexico’s shores. 
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CHAPTER SEVEN 
THE MONROE DOCTRINE IN MODERN DRESS 


IN 1822, in Verona, there was a conference at which the lead- 
ing powers of Europe were represented. Chief actors were the 
three strong autocracies of the continent—Austria, Prussia, 
and Russia—charter members of the Holy Alliance. The con- 
ference was concerned above all else with events in Spain, 
where a royal sovereign had recently been forced by his sub- 
jects to accept a parliamentary government. With Great 
Britain dissenting and finally withdrawing, the conference 
decided to support armed intervention as the way to restore 
the Spanish monarchy to its former status, and its members 
gave mutual pledges “‘to use all their efforts to put an end to 
representative government in whatever country it may exist 
in Europe.” 

More than a century passed, and in 1937 there was another 
joinder of authoritarian powers in Europe. They, too, were 
crusading against democracy, and they, too, employed mili- 
tary intervention in Spain for the purpose of overthrowing a 
liberal government. On both these occasions, more than a 
hundred years apart, the United States government watched 
developments attentively, not because such an event on the 
continent of Europe impinged directly on its interests and 
policies, but because of the repercussions which reached it in 
roundabout fashion through Latin America. 

In 1822 and 1823 the action of the autocracies toward 
Spain had been viewed by statesmen of the young Western 
republic with deep misgivings. For Spain had lately seen her 
colonies on the American mainland cut loose from her tute- 
lage, and most of them had set up governments of the kind 
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which the Holy Alliance wished to suppress. It was feared 
that the continental powers might seek to round out their 
work by regaining for Spain her lost colonies in the New 
World. To the United States the prospect of seeing monar- 
chical rule reéstablished on her very doorstep and buttressed 
by European autocrats was far from attractive; and it was 
responsible for the doctrine set forth by President Monroe in 
his annual message to Congress on December 2, 1823. Not 
only were European powers notified that the American conti- 
nents were “henceforth not to be considered as subjects for 
future colonization,” but they were informed that “any at- 
tempt on their part to extend their system to any portion of 
this hemisphere’’ would be regarded as “dangerous to our 
peace and safety.” 

In the ritual of diplomacy, where studied understatement 
is the conventional procedure, this was strong language. And 
there were terms of broad implication, too; for when the 
Monroe Doctrine denounced “any attempt’’ against the new 
American nations it referred not only to military aggression, 
but also to any and all interference “controlling in any other 
manner their destiny.” 


1. European Intervention: New Style 


For more than a century this admonition to non-American 
powers has stood as a precedent and a guide. And although 
the Monroe Doctrine has so far been formally invoked by 
the United States only in cases of territorial aggression, it 
could doubtless be invoked against other and more subtle 
encroachments without any strained interpretation of its lan- 
guage or broadening of its objective. During the nineteenth 
century there seems to have been no occasion to apply the 
doctrine in this second sense. Foreign powers were not seek- 
ing then to impose undemocratic conceptions upon Latin 
American countries. But after the World War had been suc- 
ceeded by economic collapse there were indications that the 
situation might change. New ideologies had sprung up in 
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Europe, and they were spread vigorously abroad by propa- 
ganda. 

In 1937 it was evident that the champions of these ideol- 
ogies were seeking to strengthen their influence in all the 
Americas. To what extent this activity was “powered” by the 
authoritarian governments themselves, and to what extent it 
represented merely the spontaneous and sympathetic reaction 
of their former nationals now living in the New World, no 
one could say. Yet the fact itself was clear—that in the United 
States and in a number of Latin American countries persons 
of German and Italian birth or descent had their Nazi or 
Fascist organizations which were modeled closely after the 
Brown Shirts and Black Shirts overseas, and which sought to 
make their adopted countries politically conscious of their 
presence. 

In the United States the influence of such groups on na- 
tional policy was slight, but certain occurrences served as an 
indication of what might be expected from them in case there 
should be another European war. That they might act as a 
drag on American neutrality was indicated on the outbreak of 
the Ethiopian conflict, when Italian organizations exerted 
heavy though ineffective pressure on the President and Con- 
gress to prevent the Neutrality Act from being enforced to 
the detriment of Italy. 


2. Foreign Political Blocs 


In Latin America at this time alien political groups were 
playing a more important réle than they were in the United 
States. There were large numbers of Italian settlers in every 
country of South America. In Argentina and Brazil persons 
of Italian birth or descent were thought to amount to about 
one-third of the population, and in Uruguay the proportion 
was believed to be only slightly less.? These settlers and their 


* Frank C. Hanighen, “Foreign Political Movements in the United States,” 
Foreign Affairs, XVI, 1-20, October, 1937. 

*Cf. The Republics of South America, a report by the Royal Institute of 
International Affairs, 69 ff.; Wilbur Burton, “South American Grab-Bag,” 
Current History, XVLII, 56, November, 1937. 
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descendants were nearly all zealous partisans of Fascism. 
Those among them who were lukewarm were treated none 
too well, and in some cases pressure was put upon their kin- 
dred in Italy. The Fascist organizations were cells of propa- 
ganda, and they contributed their part to the further extension 
of the authoritarian idea, already a characteristic of the polit- 
ical régimes of certain Latin American states. 

The German element is outnumbered by the Italian in 
every country in South America except Chile. German settlers, 
however, have shown more solidarity and have more effec- 
tively resisted assimilation, tending to build up communities 
of their own. German merchant vessels calling at South 
American ports often provided entertainment for German- 
speaking residents. Expectant mothers sometimes went 
aboard German ships so that their children might be born 
under the flag of the Fatherland. For several decades manifes- 
tations of German nationalism had been marked in Brazil, 
especially in those schools where German was assiduously 
taught. The German embassies at Rio de Janeiro and Buenos 
Aires added “cultural attachés” to their staffs with the object 
of inculcating National Socialist ideas among the popula- 
tion of German stock. As in the case of the Italians, there 
were reports without end of the dissemination of German 
propaganda over the continent by means of moving pictures, 
books, carefully prepared newspaper dispatches, lectures, and 
the short-wave radio. German broadcasting stations some- 
times blanketed all radio programs from the United States.® 

There was also an increasing flow of Japanese immigration 
into South America. Trustworthy data for the whole conti- 
nent were lacking, but conservative estimates placed the Japa- 
nese total at 300,000, with about 200,000 in Brazil and 30,000 
in Peru. They outnumbered the Germans in Brazil in 1936, 
and there was a considerable Japanese migration to Paraguay 
also.* 


® New York Herald Tribune, December 9, 1937. 
* Events, I, 217, March, 1937; Republics of South America, 74. 
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3. New Trade Rivalries 


From the earliest days of their independence most of the 
South American republics had kept close political and eco- 
nomic relations with the United States and Great Britain. 
They had modeled their governments along Anglo-Saxon 
lines and they had found in the two English-speaking coun- 
tries the best markets for their products. Argentina, for exam- 
ple, supplied Great Britain with a vast quantity of foodstuffs, 
and Brazil sold the bulk of her coffee crop to the United 
States. South American countries also obtained from London 
and New York the capital needed for their physical develop- 
ment. Between them these two financial centers produced 
something like ten thousand million dollars for investment in 
Latin America. 

Thanks to these close economic relations, British and 
American exporters occupied favored positions in selling to 
the southern republics, and it was not until the world depres- 
sion had passed its low point, in 1932, that Anglo-American 
Supremacy in South American trade was seriously jeop- 
ardized. The challenge came from the authoritarian powers. 
They launched their efforts independently, and they were 
hard at it, each in its own way, for some years before political 
axes or triangles were invented. 

This trade contest, therefore, was not the result of a care- 
fully planned commercial attack of dictator states against 
democracies. The countries of dictatorship were, in the main, 
countries of “closed” economy, and in this quality they com- 
peted as keenly with one another as with Great Britain and 
the United States. South America suited their system. Here 
they could get many of the primary materials needed for both 
peace and war—copper, tin, manganese, nitrates, petroleum, 
hides, wool, cotton, wheat, meats, and coffee. Here, too, were 
markets for their own wares, rather limited just now, but 
offering the prospect of considerable development in later 
years. And here, too, were thousands of their former na- 
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tionals who would be not only patriotic customers but poten- 
tial selling agents as well. 

To promote her trade Germany adopted new competitive 
methods. She entered into a compensation agreement with 
Brazil, for example, under which coffee was to be exchanged 
for German manufactures. The sale of this coffee gave Brazil 
no foreign exchange with which to buy elsewhere than in 
Germany; she had to take German goods in payment or else 
not consummate the sale. Germany likewise made heavy pur- 
chases of Brazilian cotton in preference to American, paying 
for it in merchandise. It was a question how many times such 
barter deals could be repeated; for the shelves of merchants 
got loaded up with slow-moving German articles, and their 
quality was frequently not good. Nevertheless, assisted by 
such arrangements Germany rose, for the time being, from 
fourth to first place in exports to Brazil, and the United States 
dropped from first place to second. This was disquieting to 
American interests. 

So the trade policies of certain foreign countries increased 
the difficulty of developing a well-defined program of eco- 
nomic reciprocity among the American republics. The Depart- 
ment of State, however, was not perturbed solely over a mat- 
ter of trade statistics. There was always the danger that eco- 
nomic penetration might be linked with political penetration. 
Italian propaganda took pains to emphasize the fact that 
Signor Mussolini was a Latin, and that he was endeavoring 
to revive not only the grandeur that was Rome but the glories 
of the whole Latin civilization. Hence the new Italy should be 
regarded as the wellspring of culture in all its forms and 
manifestations! Prizes for Latin American writers and schol- 
arships in Italian institutions were offered as a means of 
strengthening the bond between the old and new Latin 
worlds. 

There was nothing in these developments to indicate an 
ambition on the part of any European government to gain a 
place in the South American sun. The dictators were too pre- 
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occupied with problems at home to risk a direct affront to 
the United States. They were not seeking American colonies, 
but they wanted South American amity and South American 
codperation through the supply of materials in the event of 
another European war. The chance that they would be able 
to obtain such assistance anywhere in North America was 
practically nil. For in a war between Fascism and Democracy 
there could be little doubt where the sympathies of Canada, 
the United States, and Mexico would lie. Mexico had but re- 
cently given proof of her antipathy toward Fascism by vigor- 
ously espousing the Loyalist cause in Spain, and this had made 
it all the more necessary that the dictator states of Europe 
keep on friendly terms with the South American republics. 


4. A Threat to Democracy 


The intrusion of Fascist political technique in these coun- 
tries had the appearance of a shadowy threat from Rome and 
Berlin, backed by Tokyo, against the ideal of Pan American 
democracy and solidarity. It suggested that in the event of 
another European war the conflict might engage the United 
States, not across the North Atlantic, as in 1917, but by way 
of South America. President Roosevelt may have had this in 
mind when in his speech in Chicago on October 5, 1937, he 
referred to the danger of another great war, adding, “Let no 
one imagine that this Western Hemisphere will not be at- 
tacked.”° His reference to the whole hemisphere rather than 
to his own country was noted and was deemed to be sig- 
nificant. 

Some even feared that trouble might not wait upon a 
European war. For there was much unrest throughout South 
America. Since 1930 only two governments on the continent 
had escaped serious political disturbances, and during 1936 
and 1937 several countries at one time or another had been 
under martial law. Meanwhile, as the Fascist powers ex- 
tended their influence in this area, the possibility of their 

*Cf. Appendix VII(2). 
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intervening in a local uprising became less fanciful. If there 
were to be a dispute between factions of the Right and the 
Left, and if the Leftists were to gain the upper hand, would 
Germany and Italy repeat what they had already done in 
Spain? And in that case, would the United States quietly per- 
mit the flouting of policies and precedents a century old? The 
Mexican government, at the end of 1936, proudly announced 
that it had sent $1,500,000 worth of war materials to the 
Spanish Loyalists. What if the German government, in 1938, 
should ship the same value in airplanes to help a Rightist 
Brazilian faction? Aid to the favored faction might take a 
more subtle form than direct military intervention and yet be 
equally effective in attaining some dictator’s objective of “‘con- 
trolling the destiny” of an American republic. This would not 
be the colonization or the territorial encroachment which the 
United States had successfully resisted in the past, but it 
would undoubtedly come dangerously near to violating the 
principles enunciated by President Monroe in 1823. 

“ These considerations gave a new meaning to President 
Roosevelt’s trip to South America at the end of 1936; and to 
his appeals to audiences in Buenos Aires and Rio de Janeiro 
and to radio listeners all over the continent to “maintain and 
defend the democratic form of constitutional government,” 
and “‘to watch and guard our hemisphere.” They gave a new 
meaning also to the multilateral agreements which were nego- 
tiated at the Buenos Aires Conference. A rereading of the 
speeches of Mr. Roosevelt and a reéxamination of the peace 
proposals laid before the conference by Mr. Hull will show, 
in the light of subsequent events, that the President and his 
Secretary of State were not naively attempting to influence 
Europe by pointing out the example of the peaceful Americas. 
In their words lay a warning to the Americas against subtle 
attacks upon their constitutional governments. Moreover, in 
urging common action against aggressors, Mr. Roosevelt 
went further than he had gone before in relieving the Monroe 
Doctrine of its unilateral character and of the implications of 
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tutelage which had been so bitterly resented in Latin America. 
For if his principles became policy it would not be the United 
States alone but leaders on both American continents who 
would decide when and how there should be intervention to 
protect an American republic from aggression. 


5. The Buenos Aires Agreements 


As one of the first governments to ratify the agreements 
signed at the Inter-American Conference for the Maintenance 
of Peace at Buenos Aires in December, 1936, the United 
States gave further proof of its desire to safeguard the se- 
curity of the Western Hemisphere by collective action. Eleven 
of these instruments required the consent of the Senate to 
their ratification if they were to become binding on the United 
States. Officially certified copies of the documents reached 
Washington soon after Congress convened in January, 1937, 
but the Senate Committee on Foreign Relations was then 
completely engrossed with the new Neutrality Bill and con- 
sideration of the agreements was postponed. Only eight of 
the eleven texts were finally laid before the Senate, for it was 
found that three of them dealt with educational activities 
which, in the United States, lay within the jurisdiction of state 
and local governments. Of the eight agreements,° three pro- 
vided for consultation in the event that war or a threat of 
war should endanger the peace of the American republics. 
The Protocol of Non-Intervention provided that interference 
by one of the parties to the agreement “directly or indirectly, 
and for whatever reason, in the internal or external affairs of 
any other of the parties” was “inadmissible” and justified a 
resort to consultation for peaceful adjustment. Two agree- 


* These were: (1) Convention for the Maintenance, Preservation and Re- 
establishment of Peace; (2) Additional Protocol Relative to Non-Interven- 
tion; (3) Treaty on the Prevention of Controversies; (4) Inter-American 
Treaty on Good Offices and Mediation; (5) Convention to Codrdinate, Extend, 
and Assure the Fulfillment of Existing Treaties between the American States; 
(6) Convention on the Pan American Highway; (7) Convention for the 
Promotion of Inter-American Cultural Relations; (8) Convention Concerning 
Artistic Exhibitions. See also Appendix VI(a). 
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ments were concerned with strengthening the machinery for 
mediation and conciliation. The three remaining pacts were 
not of a political character, but were designed to promote a 
better acquaintance and understanding among the republics 
through closer cultural relations. In his message of May 26th 
submitting the treaties to the Senate President Roosevelt said: 


These instruments evidence the desire and the will of the Amer- 
ican peoples to live in peace one with another, and they provide the 
long-awaited mechanisms for insuring the codperation between na- 
tions indispensable to the maintenance of peace. 

The original initiative for this conference came from the United 
States. It would, therefore, seem to me particularly fitting that the 
United States government be among the first American governments 
in the ratification of the instruments that the conference adopted, 
thereby giving a further indication of the sincerity of the Good 
Neighbor policy.7 

In consenting to ratification the Senate acted with unusual 
promptness. The eight agreements were reported out of com- 
mittee on June roth, and on the 29th the Senate gave its con- 
sent without the formality of a record vote. Only one voice 
was raised in disapproval, and that was an absent one. 
Through a colleague Senator Hiram Johnson announced his 
opposition to three of the agreements, but he was not present 
to cast a vote or state his reasons.® 

The other American governments were slow to follow the 
example of the United States. In November, 1937, the Peo- 
ple’s Mandate to End War, an American peace organization, 
inaugurated an aérial tour of Latin American capitals, and 
five women who were active in civic undertakings in the 
United States were sent to remind the Executives that while 
the world was seemingly on the brink of war they had an 
opportunity through these agreements to strengthen and con- 


* Department of State Press Release, May 26, 1937. 

® Congressional Record, Seventy-fifth Congress, First Session, 8420-8435. 
On the same day the Senate also attested its adherence to the Good Neighbor 
policy by approving an agreement with Mexico under which the United States 
government waived the right attained by treaty in 1853 to send troops across 
the Isthmus of Tehuantepec. Ibid., 8420. 
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solidate the peace machinery of the Western World. The tour 
covered 17,000 miles in six weeks, and pledges of prompt 
ratification were obtained from the heads of many govern- 
ments.’ At the end of the year seven governments had acted 
on the treaties, and fourteen had delayed final action.*® 


6. Pan Americanism in Theory and Practice 


The agreement of the American republics to consult when 
facing a common danger might mean much or little, as cir- 
cumstances determined. There might be times when develop- 
ments that seemed dangerous to some states would appear to 
others as harmless and perhaps even desirable. There was no 
united front in the Western Hemisphere, any more than there 
was in Europe, vis-a-vis the rest of the world. 

The United States was fully aware of the conflicting pol- 
icies and points of view among the southern republics. 
Washington had encountered one of the most conspicuous 
examples of this divergence through its contacts with the 
governments of Brazil and Argentina. At the conference in 
Buenos Aires no Latin American country was more friendly 
toward the United States than Brazil, and none was more 
critical than Brazil's neighbor, Argentina. Argentina blocked 
many important portions of the program presented by the 
United States delegation, while Brazil warmly supported 
them." The reasons for this difference were in part eco- 
nomic. The United States was Brazil’s best customer for cof- 
fee, and at the same time was a keen competitor with Argen- 
tina as a producer of foodstuffs. Brazil was one of the first 
countries to negotiate a reciprocal trade agreement with the 
United States under the Act of 1934, and the negotiations 
entailed no great difficulties because the principal products of 
the two countries were not competitive. 

Relations with Argentina were on a less satisfactory basis. 


* New York Times, November 16, 1937. 
* Cf. Appendix VI(a). 
™ Cf. The United States in World Affairs, 1936, 211. 
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At every Pan American Conference in recent years it had been 
necessary for the United States delegation to effect some kind 
of reconciliation with Argentina before any progress was 
possible. The principal Argentine products—corn, wheat, 
beef, and hides—were competitive with those of the United 
States. The high duties imposed on these commodities by the 
Hawley-Smoot tariff of 1930 constituted one grievance, and 
the exclusion of Argentine beef shipments for sanitary rea- 
sons was another. From 1913 to 1921 eight of Argentina’s 
chief exports were admitted to the United States free of duty. 
In 1922 hides were the only product in this group which 
remained on the free list, and in 1930 hides were made duti- 
able. Meanwhile, the “‘flexible clauses” of the tariff law had 
been invoked to raise the duties still higher on several Argen- 
tine products.” 

The embargo of Argentina’s beef, ostensibly to prevent the 
spread of foot-and-mouth disease among cattle in the United 
States, had injured relations between the two countries ever 
since the passage of the Tariff Act of 1930. That measure re- 
quired the exclusion of the entire animal or plant produce of 
a country if a contagious disease affecting such products 
existed anywhere within its territory. Argentine officials were 
convinced that such rigorous requirements were really a form 
of disguised protection against one of their principal exports 
and insisted that the appearance of disease in a remote part of 
the country should not be deemed to contaminate products 
from another area a thousand miles distant. 

The Roosevelt Administration frankly regarded this exclu- 
sion as inconsistent both with its program of tariff reciprocity 
and with its policy of the Good Neighbor. Accordingly, a 
Sanitary Convention, designed to restore the arrangements 
existing before 1930, was negotiated by Mr. Hull and Sejior 
Espil, the Argentine Ambassador, and was duly submitted to 
the Senate for ratification. On the Senate Committee on For- 
eign Relations, however, were several members from the 

™ Notably on wheat and flaxseed. 
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Western cattle-raising states, whose constituents wanted no 
competition from South America; and the agreement was al- 
lowed to repose quietly in the committee’s files. During his 
visit to Buenos Aires late in 1936 President Roosevelt learned 
that this matter was still clouding relations between Argen- 
tina and the United States, and at a press conference he said 
that he would try to get the agreement ratified upon his 
return to Washington. So he did. He again urged the Senate 
to give consideration to the Sanitary Convention, but the com- 
mittee remained obdurate. The farm bloc had been busy, and 
a number of state legislatures had memorialized Congress 
against any relaxation of the embargo.”* 

Argentina, therefore, still had her grievances. But so did 
exporters in the United States, who found that through Ar- 
gentina’s exchange controls they were unable to compete on 
equal terms in that country with trade rivals in some countries 
of Europe. The government in Buenos Aires was managing 
the foreign exchanges in such a way that its people would buy 
mainly from those who bought from them. 

Brazil, which had likewise followed this policy in her trad- 
ing arrangements with Germany,** showed signs of finding it 
irksome. In the summer of 1937 the Brazilian Finance Min- 
ister, Senhor Arthur de Souza Costa, visited Washington and 
conferred at length with Secretaries Hull and Morgenthau. 
On July 15 two agreements were announced. The agreement 
with the Department of State, according to the joint declara- 
tion of Secretary Hull and Minister de Souza Costa, was 
designed “to protect the principles and benefits [of the trade 
agreement of 1935} against outside competition that is subsi- 
dized by governments.” It was planned to set up in Rio de 
Janeiro and in New York or Washington joint Brazilian- 
American committees composed of representatives of the 
trading interests of each country who would undertake to 

™ Congressional Record, Seventy-fifth Congress, First Session, 8422; New 


York Times, June 13, 1937. 
See above, p. 139. 
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advise the two governments concerning ways and means to 
overcome trade obstacles and in other ways foster the devel- 
opment of commerce between Brazil and the United States.*® 
Press reports from Washington made it clear that the expan- 
sion of German barter in Brazil had led to this innovation. 
Moreover, the statement of Mr. Hull and the Brazilian Min- 
ister pointed out that it had been made at the suggestion of 
President Vargas. 

The second agreement, with the United States Treasury, 
was of less practical importance, but it attracted more public 
attention. The Treasury agreed to sell the Brazilian govern- 
ment gold to the amount of $60,000,000 and to promote ex- 
change equilibrium by making dollars available ‘under con- 
ditions which safeguard the interests of both countries.” The 
gold was not to be sent out of the United States, but was to 
be employed as collateral for the dollars which the Treasury 
might advance as required. One purpose of the arrangement 
was to facilitate the establishment in Brazil of a Central Re- 
serve Bank and thus adapt the financial machinery of the 
nation to “the needs of its expanding economy.” Up to the 
end of the year the Brazilian government had not taken ad- 
vantage of this agreement. Nevertheless, Washington had 
made a gesture of friendly assistance. Meanwhile, the cancel- 
lation by the Brazilian government of an agreement with 
Germany under which the Reich was to take 100,000 bags of 
coffee on a barter basis was regarded as a sign that Washing- 
ton’s action might be producing desired results. 


7. Old Warships for Rent 


This disposition to work with Brazil was made evident 
again on August 7th, when Chairman Walsh of the Senate 
Committee on Naval Affairs, acting on the request of Secre- 
tary Hull, introduced a joint resolution authorizing the Presi- 
dent to lease decommissioned and over-age destroyers to other 
American republics. The immediate purpose of this measure 


* Department of State Press Release, July 15, 1937. 
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was to enable the government to lease six old warships to 
Brazil. In a letter to Senator Walsh, Mr. Hull set forth his 
reasons for requesting this legislation: the shadow of authori- 
tarian Europe was in the background. 


Recently [he said} the government of Brazil has informed this 
government of its increasing concern with certain tendencies of the 
world political situation. The desire on the part of some nations for 
access to raw materials and the forceful action taken by those nations 
to consummate these desires have made Brazil, a country of vast 
territory and relatively small population, particularly apprehensive. 
The government, therefore, has thought it the part of prudence to 
improve its relatively modest national defense, but, being deficient in 
trained military or naval personnel and equipment, it finds its task a 
considerable one. 

With respect to naval defense, the Brazilian government is con- 
structing certain vessels and purchasing others abroad. Upon the 
construction or delivery of these vessels, the government will be the 
possessor of what it considers to be necessary naval material, but, 
unless steps are taken meanwhile, there will be a dearth of trained 
personnel to operate its ships. In order to remedy this deficiency the 
government of Brazil has inquired whether the government of the 
United States would be disposed to lease six of its decommissioned 
destroyers until its own vessels are ready.1® 


Mr. Hull argued that his proposal would serve a double 
purpose: the United States rather than some foreign country 
would assist Brazil in training personnel for the newer vessels 
under construction, while at the same time the over-age ships 
would be kept in good order and ready for immediate use. As 
recently as 1936 the London Naval Treaty had forbidden the 
signatories to sell or transfer war vessels to any foreign navy 
“by gift, sale, or any mode of transfer,” but Chairman Pitt- 
man of the Senate Committee on Foreign Relations pointed 
out that each lease would contain a “recapture’’ clause author- 
izing the United States to take back the ships at any time. 

The proposal aroused unexpected opposition both at home 
and abroad. Senator Johnson of California called it a “huge 
joke” and asked whether it was “good neighbor justice” to 


* Congressional Record, Seventy-fifth Congress, First Session, 11219. 
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supply ‘some of our friends in the South with destroyers that 
will enable them to blow some of their friends out of the 
water.”"7 The Washington Post believed that the United 
States could no longer claim to be a leader in world disarma- 
ment if “we are now to pursue a policy of encouraging naval 
expansion among other countries that heretofore have 
wasted very little of their substance in building up fighting 
squadrons.”’?* 

Foreign comment was also generally unfavorable. Argen- 
tina voiced vigorous objections through the press as the gov- 
ernment made inquiries of Washington and Rio de Janeiro. 
Naval experts thought it significant that the number of 
destroyers to be leased to Brazil was identical with the num- 
ber being constructed for Argentina in British yards.”® In past 
months there had been several other indications that an 
armaments race in South America might be in the making.” 
In German newspapers the warship project and the gold 
agreement with Brazil were linked together as part of a pro- 
gram to check the growth of Germany’s trade with Brazil.” 

At the request of the Argentine government the Depart- 
ment of State agreed on August 13th that the proposed leases 
be held in abeyance until consultation could be had with all 
the interested countries. Congress took no further action, but 
on August 2oth, the day before its adjournment, Brazil and 
the United States issued a joint statement in which they 
pointed out that Argentina was the only government which 
had objected to the lease of destroyers, while Chile had given 
the plan her complete approval, and they indicated that the 
project had not been abandoned.” 

Any present hope, however, that Congress would approve 

™ Associated Press dispatch of August 11th, published in various news- 
papers of August 12, 1937. 

* Washington Post, August 12, 1937. 

* New York Times, August 11, 1937. 

*” Cf. Genaro Agraiza, ‘Arming the Good Neighbors,” Current History, 
XLVIII, 45-49, January, 1938. 


= New York Times, August 11, 1937. 
™ Cf. Appendix VI(e). 
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the leasing of the six destroyers was soon dissipated by po- 
litical events in Brazil. On November roth President Vargas, 
whose term of office was to expire in less than sixty days, 
proclaimed the abolition of the Constitution, which had been 
adopted as recently as 1934, and announced that he would 
remain in power until a plebiscite could be held at some 
unnamed date. This action was not wholly unexpected. The 
country had been under martial law, with only brief inter- 
missions, since the political outbreaks of 1935. Agitation by 
both Fascists and Communists, the intense rivalry between 
the powerful states of Sao Paulo and Rio Grande do Sul, the 
propaganda and trade strategy of foreign governments, and 
the perennial problem of the coffee surplus had created a 
situation with which President Vargas had undertaken to 
deal by extra-constitutional methods. His abolition of the 
Constitution of 1934, therefore, was not so disquieting as his 
dissolution of the Federal Congress and of the state and 
municipal legislative bodies and his concentration of all 
power in his own hands. Furthermore, President Vargas 
called his new government a “‘corporative” state, and to 
American ears the term conveyed a sinister meaning. It was 
widely proclaimed in the press that Brazil, long regarded as 
the American republic most friendly to the United States, and 
the country with which Washington had recently negotiated 
new arrangements for commercial and financial codperation, 
and to which it had proposed to lease some of its war craft, 
had not been able to resist the penetration of Fascism and 
had plumped for the system of Mussolini and Hitler. 

The supposed change was applauded in the newspapers of 
Germany, Italy, and Japan as much as it was deplored in those 
of the United States, Great Britain, and France.** The cor- 
porative state was not a complete innovation in South 
America. Both Bolivia and Paraguay had experimented in this 
direction when trying to find a way out of their troubles 


* New York Times, November 12, New York Herald Tribune, November 
13, 1937. 
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following the Chaco War. But these were small and rela- 
tively unimportant states, whereas Brazil embraced an area 
larger than that of continental United States (excluding 
Alaska) and containing some 47,000,000 inhabitants. More- 
over, the corporative régimes in Bolivia and Paraguay had 
collapsed in July and August, respectively, when the dictators 
had failed to deliver their promised Utopias. Nevertheless, 
the thought that the largest state in the New World might 
have gone the Fascist way, might enter the orbit of the Euro- 
pean dictators, and might carry other American republics 
along with it was something to give editorial writers pause. 
Within a few days, however, as additional information came 
filtering in from Rio de Janeiro, it appeared that the new 
régime was not Fascist in the European sense, but rather one 
more manifestation of the principle of personal rule long 
familiar in Latin America. The press in democratic countries 
had been premature in viewing with alarm, and so had the 
German and Italian press in pointing with pride. 

In an address before the Inter-American Center of George 
Washington University shortly afterward, Mr. Sumner 
Welles, the Under Secretary of State, expressed regret for the 
misinterpretation that had been placed for a brief time on 
events in Brazil. He deplored the “‘insistence on the part of 
so great a proportion of our people, not only that they are 
competent and authorized to interpret and pass judgment 
upon what our American neighbors are doing within the 
realm of their strictly domestic affairs, but likewise to deter- 
mine for our American neighbors how their strictly private 
affairs should be conducted.” At the same time he took occa- 
sion to admonish a wholly different group: 


Any attempt on the part of non-American powers to exert through 
force their political or material influence on the American continent 
would be immediately a matter of the gravest concern not only to the 
United States but to every other American republic as well, and 
appropriate action would undoubtedly at once be determined upon as 
the result of common consultation between them. 
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And so the Vargas régime was given Washington’s ap- 
proval: and, in the same breath, possible trouble-makers from 
overseas were reminded that words uttered in 1823 when this 
republic was young and weak had lost none of their force 
since it had grown to the full strength of maturity. 


8. The Postage-stamp War 


From the Rio Grande to Patagonia there were plenty of 
signs of unquietness during 1937. But they were, for the most 
part, local in nature and arose out of internal factional rival- 
ries or discouraging economic conditions, or both. They did 
not bring the nations into conflict with each other. The not so 
very ancient dispute between Peru and Colombia had become 
a matter of history, and though the breach between Bolivia 
and Paraguay had not been wholly healed over, the two na- 
tions, after their bloody war in the Chaco, were living out- 
wardly at peace. 

Between Honduras and Nicaragua, however, there still 
smoldered an ancient feud over boundaries, involving some 
10,000 square miles. The dispute flared up afresh in Sep- 
tember, 1937, when Nicaragua issued a new series of air-mail 
postage stamps. Philatelists were pleased, but not so the 
people of Honduras. For the stamp displayed a map of 
Nicaragua, containing within its boundaries the territory in 
dispute. To be sure, the area in question was plainly marked 
territorio in litigio, but the people of Honduras were infuri- 
ated, alleging that the Nicaraguan boundary line went around 
it as if the /itigio did not count. Honduran officials proceeded 
to print a special set of stamps showing that it did count. Both 
sides moved troops to the disputed area, and there was some 
possibility of a war. 

Here was an opportunity to try out the Buenos Aires agree- 
ments. The United States government, acting in the spirit of 
the Declaration and Principles of Inter-American Soli- 
darity and Codperation, under which “every act susceptible of 
disturbing the peace of America affects each and every one” 
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of the American republics, joined Venezuela and Costa Rica 
in tendering their good offices. The proposal was formally 
accepted by Honduras and Nicaragua on October 22, and 
measures were initiated for a peaceable solution. The dispute 
did not rumble through Downing Street, the Quai d’Orsay, 
and the Wilhelmstrasse, but its pacific settlement was espe- 
cially desired by Washington not only on general grounds 
but also as a demonstration of the practical value of the new 
machinery for maintaining peace in the Western World. 





CHAPTER EIGHT 
INSULAR RELATIONS—EAST AND WEST 


UNSATISFACTORY conditions in the islands of the Caribbean 
during 1937 gave rise to still another phase of Latin Amer- 
ican relations with Washington. In Puerto Rico and Cuba 
there was much political unrest. In the island of Haiti there 
were gross massacres of Haitians by Dominicans; and as these 
killings occurred soon after the withdrawal of United States 
marines, they provided imperialist-minded critics of the Good 
Neighbor policy with something to gibe at. Meanwhile, in the 
Far Pacific, special insular problems arose incident to the 
transition of the Philippines from colony to commonwealth 
and eventually to full membership in the family of nations. 


I. THE PLIGHT OF PUERTO RICO 


The United States was most immediately concerned over 
the plight of Puerto Rico because of that island’s closer con- 
nection with the American Union. The few ties of an im- 
perialistic sort which had linked Washington to other Carib- 
bean islands had recently been severed, and the last bonds 
with the Philippines were scheduled to be cut by 1946. Puerto 
Rico’s case was different. No one could say whether she was 
on her way out of the Union or moving further in toward 
eventual statehood. Some of her people desired one course 
and some the other; but few, if any, were contented with the 
existing status of half-in and half-out, and they were making 
their dissatisfaction known. 

While Mexico, perhaps, was offering the most searching 
test of the sincerity of Washington’s professions toward coun- 
tries to the southward, there were many skeptics in Latin 
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America who kept at least one eye on Puerto Rico. The 
problem there was more than that of “Good Neighborhood.” 
Puerto Rico belonged to the United States; yet, in spite of that 
advantage, her special poverty was such that she sometimes 
seemed destined to remain for all time “ill-clad, ill-housed, 
and poorly fed.” Hence hints were wafted up from below the 
equator that the Good Neighbor policy would do well to 
make a beginning at home. The Administration was aware of 
this sharp criticism and realized the importance of meeting it. 

It was not agreeable to face the fact that nearly forty years 
of rule from Washington had brought neither prosperity nor 
domestic tranquillity to the Puerto Ricans. That this was so 
was scarcely the fault of the island people themselves. By 
nature they were peaceable. They had not challenged Spanish 
rule when continental Latin America was in revolt, and they 
had remained calm when Cuba was in insurrection. But in 
1937 there was civil disorder in their midst, and there was 
more of it than at any time since American occupation began. 
The basic causes of Puerto Rico’s unhappiness were eco- 


nomic, but because the people were not prosperous they took 
it out on the government, and political complaints were there- 
fore the loudest and most frequent. 


1. Statehood or Independence? 


Almost as soon as they came under the flag of the United 
States the Puerto Ricans divided on the question of their 
political future. They regarded the government which had 
been set up for them as a temporary device, and no matter 
how faithfully its officers discharged their duties, the people 
were forever looking forward to a better system at the end of 
the rainbow. Some wanted independence and others wanted 
statehood in the American Union. None wanted the continua- 
tion of the existing régime for an indefinite period. 

In 1917 the Puerto Ricans attained full United States citi- 
zenship; yet twenty years later they were still denied many of 
the privileges of actual statehood. They did not choose their 
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Governor or their Attorney General or their Commissioner of 
Education, or the justices of their Supreme Court. These offi- 
cials were designated by the President of the United States. 
The members of their insular legislature were elected by pop- 
ular vote, but the heads of executive departments who were 
not appointed from Washington were selected by the Gov- 
ernor sent to them from Washington. The people were rep- 
resented in the United States Congress by nothing more sub- 
stantial than a Resident Commissioner; and though he might 
make speeches on their behalf, he could not vote. 

This administrative system was not an innovation. Begin- 
ning many years before, it had been thoroughly tested in the 
United States—in the domain acquired from France, Spain, 
Mexico, and Russia. In the new territories which were formed 
from these areas, governments which were prototypes of the 
one in Puerto Rico had been set up prior to their admission to 
the Union. In Arizona and New Mexico the transitional 
period had not terminated until sixty-four years had gone by; 
and in Alaska it had reached its seventieth year, with no 
immediate prospect of its progressing into statehood. 

However, these examples did not seem to the Puerto Ricans 
to be very much in point. They understood quite well that 
statehood for any territory on the mainland was granted just 
as soon as it had attained a prescribed number of inhabitants. 
In fact, they saw twenty-two American states, each with a 
population less than their own. Thus they inferred that the 
usual reason for withholding statehood—that of lack of pop- 
ulation—was not the reason in their case, and since they were 
proud and sensitive they felt that they were being unfairly 
kept in tutelage. On July 4, 1937, one of their leading spokes- 
men, Mr. Rafael Martinez, president of the Puerto Rican 
Senate, voiced what seemed to be the sentiment of a large 
part of his people when he said: 


What Puerto Rico has with dignity refused to consider is the possi- 
bility of a state of inferiority similar to a colonial status, which is 
distasteful to the Puerto Ricans and at the same time detracts from the 
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prestige of the democratic traditions of the great North American 
people. If the intention is that we shall remain citizens of the United 
States, we should then be made citizens of the state of Puerto Rico 
in full equality with, and with the dignity of, American citizens on 
the continent. 


It can confidently be asserted, however, that American rule 
was not oppressive. The people enjoyed a greater degree of 
political liberty than they had ever known under Spain. Their 
products were admitted free of duty to the markets of a nation 
ranking far above all others in consuming power, and their 
exports had increased nearly tenfold. Puerto Rico also re- 
ceived certain financial privileges enjoyed by no American 
state or even by the territories of Hawaii and Alaska. Her 
people were exempt from federal income and inheritance 
taxes, and her government was allowed to retain for its own 
use all the customs duties and excise revenues collected under 
acts of Congress. In the states and other territories of the 
Union these funds went into the federal treasury. Without 
this special consideration the islanders would have been com- 
pelled to tax themselves much more heavily in order to pay 
for the expense of government. 

The political alignment of the Puerto Ricans during 1937 
was relatively simple. The Liberals, normally the majority 
party, talked somewhat vaguely of ultimate independence, but 
they were not a unit on this issue. The Republicans favored 
statehood. They had recently allied with the Labor Party, and 
the coalition controlled the insular legislature. The Nation- 
alists were a new party which arose out of the prevailing 
discontent when the last depression was at its worst. Although 
weak in numbers, they attracted attention out of all propor- 
tion to their voting strength by their constant agitation and 
occasional resorts to violence. They insisted on the right of 
self-determination. Furthermore, because this right had been 
ignored in 1898, they maintained that their transfer by Spain 


* New York Times, July 6, 1937. 
*H. Banta Murkland, ‘‘Poverty-Stricken Puerto Rico,” Events, II, 229, Sep- 
tember, 1937. 
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to the United States was void, and that Puerto Rico was . 
already legally free and independent even though at the 
moment she might be prostrate under the “usurper’s heel.” 

The leader of the Nationalists, Pedro Albizu Campos, 
styled himself “President of the Republic of Puerto Rico” 
and repeatedly advocated resort to direct action rather than 
to the ballot; but so long as he kept within the law he was not 
molested. He sought to finance his “republic” by an issue of 
bonds, and he even organized and drilled squads of young 
boys who wore black-shirt uniforms. The Nationalists partici- 
pated in their first election in 1932 and polled only 5,257 
votes out of the 383,657 ballots cast. At the election in 1936 
their leader, who did not believe in political action anyhow 
and possibly also wished to conceal the numerical weakness of 
his following, advised them to stay away from the polls. 


2. Political Disturbances 


The Nationalist principle of direct action took shape in a 
campaign of terrorism to intimidate officials and the legisla- 
ture. The Chief Justice of Puerto Rico was assaulted in his 
chambers; the capitol was stormed by a mob while the legis- 
lature was sitting. Bombs were exploded in public buildings. 
While demanding freedom of speech for themselves, the 
Nationalists could not tolerate it in others. The attempt of a 
few of their irresponsible followers in October, 1935, to 
break up a meeting of students at the University of Puerto 
Rico was forcibly resisted by the police, and four Nationalists 
were killed in the ensuing mélée. During the next eighteen 
months there were a number of armed encounters between 
Nationalists and the insular authorities, with some loss of 
life. In February, 1936, Colonel E. Francis Riggs, a retired 
United States army officer and head of the island police, was 
murdered in the streets of San Juan a few weeks after Albizu 
Campos, the Nationalist leader, had made threats against him 
in a public speech. The disorders reached their climax at 
Ponce on March 21, 1937, when in a fight between the police 
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and Nationalists in military uniforms nineteen persons were 
killed and nearly a hundred were wounded.® 

After the assassination of Colonel Riggs, Albizu Campos 
and several of his associates were brought to trial for con- 
spiracy to overthrow the government, and upon conviction 
they were sentenced to long terms in prison. Their sentence 
was upheld by the United States Circuit Court of Appeals, 
and on June 1, 1937, the Supreme Court itself rejected their 
petition for a further hearing. 

One result of the shooting of Colonel Riggs was the intro- 
duction of a bill by Senator Tydings of Maryland, authorizing 
a plebiscite of Puerto Ricans to determine whether they 
should have independence.* This proposal aroused the resent- 
ment of loyal citizens in the island, who were amazed that the 
head of the Senate Committee on Territories and Insular 
Affairs should suggest a measure which might lead directly to 
their economic ruin. On the other hand, it seemed to have a 
sobering effect upon the advocates of immediate independ- 
ence, and this was probably its main purpose. Fortunately for 
the maintenance of good understanding, no new independ- 
ence proposals were advanced in Congress after the shocking 
affair at Ponce. Several resolutions were offered in the House 
calling for an investigation of the insular government, but 
since the Administration had only lately embarked on a pro- 
gram of reconstruction for the island, the time did not seem 
opportune for a Congressional inquiry.® 

The unsatisfactory conditions in Puerto Rico had created 
more than a domestic problem for the United States. When 
Latin American peoples observed the islanders’ discontent 


* For details of these conflicts between the Nationalists and the authorities, 
cf. the statement of Governor Blanton Winship, submitted to the United 
State Senate and printed in the Congressional Record, Seventy-fifth Congress, 
First Session, 6904-6908. 

“Cf. The United States in World Affairs, 1936, 196-197. 

® Congressional Record, Seventy-fifth Congress, First Session, 4492, 4499, 
7948. The American Civil Liberties Union, however, conducted a private in- 
vestigation through its general counsel, Mr. Arthur Garfield Hays. Its findings 
were critical of the Puerto Rican administration, but any influence they might 
have had was weakened by their apparent lack of objectivity. 
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after almost two generations under the United States flag they 
would have been less than human if their feelings toward 
Washington had not been affected thereby. The Puerto Rican 
Nationalists, for their part, were constantly endeavoring to 
enlist the sentiment of other American republics in their be- 
half. On Columbus Day, 1937, for example, they issued -an 
address to the people of Latin America declaring that Puerto 
Rico was groaning under the oppression of an “empire which 
boasts of being the most powerful, most democratic in the 
world, while hiding its crafty barbarity under the cloak of the 
most officious hypocrisy the world has ever seen.” The address 
called for help “to check the action of a foreign nation which 
attempts with unheard-of cunning to destroy our souls and 
our very existence as a people.’® The language, to North 
American ears, seemed intemperate, but people were re- 
minded that in Puerto Rico political oratory was capable of 
touching heights and depths of praising and damning which 
were rarely attained on the mainland. 


3. The Source of the Trouble 


Far from being ground under the heel of a despoiling 
despot, Puerto Rico had always been a recipient of generous 
benefactions from the United States government. She received 
from Washington her quota of all the grants made to the 
states in aid of agriculture and education, as well as special 
grants for highway construction. With the onset of the last 
depression she began to receive more than $3,000,000 annu- 
ally for relief work and was eventually to obtain a vast sum 
as a revolving fund for reconstruction purposes.” In return for 
this assistance Puerto Rico was not required to contribute any- 
thing to the federal treasury. 

The United States government undoubtedly had made 
many mistakes in its administration of Puerto Rican affairs, 
but it was none the less striving conscientiously and at con- 


* New York Times, October 13, 1937. 
*See below, p. 162. 
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siderable expense to better the condition of the people, and 
along many lines it accomplished substantial results. Sanita- 
tion was improved. The death rate was lowered by approxi- 
mately one-third, though it still remained too high. Education 
was extended. Modern highways and other public works were 
constructed. If the people were unhappy, it was not because of 
incompetent administration of the ordinary affairs of the 
government. The causes lay much deeper. 

Fundamentally, Puerto Rico was feeling the rigors of the 
Malthusian law. Her population had increased faster than her 
means of subsistence. The island was one of the most densely 
populated agricultural areas in the world. The lowering of 
the death rate under the American occupation had not been 
followed by any reduction in the birth rate, and since 1898 
the population had increased from 900,000 to 1,800,000. In 
the absence of manufactures, which might have absorbed 
some part of this increase, the people could only follow agri- 
culture, and the small farmers were forced to cultivate rocky 
and infertile hillsides barely capable of providing them with 
the minimum of subsistence. These people were not merely 
poor; they were often hungry and in dire want. 

Much ink has been spread in efforts to fix responsibility for 
the development of these conditions. The United States gov- 
ernment, for example, has been criticized for permitting some 
of the best farming lands to come into the ownership of large 
American sugar companies, which were charged with having 
acquired title sometimes “in rather summary fashion.’’* 
While there were abuses in the development of large-scale 
sugar production, these would not account for all of the 
island's difficulties. 


4. Plans for Reconstruction 


No good has come of efforts to apportion the blame for the 
island’s plight. Nothing important has been proved. No one’s 
Opinion has been radically changed. Meanwhile the islanders 


* Theodore Roosevelt, Colonial Policies of the United States, 102. 
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have remained unhappy. For the United States government 
the problem in 1937 was not to try to discover who had been 
at fault, but to seek prompt and lasting improvement in exist- 
ing conditions. A number of steps to this end had already 
been taken. In 1934 President Roosevelt set up the Division 
of Territories and Island Possessions in the Department of the 
Interior and gave it administrative jurisdiction over Puerto 
Rico, Hawaii, the Virgin Islands, and Alaska. Previously 
Puerto Rican aifairs had been dispersed through various de- 
partments, with no centralized responsibility. 

More important than this administrative change was the 
creation in 1935 of the Puerto Rican Reconstruction Admin- 
istration (PRRA), empowered to prepare and execute an 
extensive long-range program of readjustment and rehabilita- 
tion. As originally conceived, the work of reconstruction was 
to be planned by Puerto Ricans for themselves. Accordingly, 
the program was based partly on the recommendations con- 
tained in a report made in 1934 by the Puerto Rican Policy 
Commission, and generally known as the Chardén Report.® 
Its major proposals called for (1) the resettlement of small 
farmers on the land by the sale of small holdings to them on 
easy terms; (2) the development of new industries which 
would create additional employment; (3) the encouragement 
of emigration to the mainland and to other parts of Latin 
America to relieve some of the congestion on the island; and 
(4) a reduction of the birth rate through education and other 
measures to raise individual standards of living.’° 

The work of reconstruction was inaugurated in September, 
1935, and $42,000,000 was provided for this purpose out of 
relief moneys and Public Works Administration funds in 

*The document derived its name from the chairman, Carlos E. Chardén, 
then Chancellor of the University of Puerto Rico. Other members of the com- 
mission were R. Menendez Ramos, Commissioner of Agriculture and Com- 


merce, and R. Fernandez Garcia, Professor of Chemistry in the University of 
Puerto Rico. 


® Congressional Record, Seventy-fifth Congress, First Session, 7436; New 


York Times, July 11, 1937; Pan American Union Press Release, February 15, 
1937; Nation, CXLIV, 408, April 10, 1937. 
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Washington. The Chardén report had urged the recapture of 
large tracts of lands from the sugar companies and their re- 
distribution in units not exceeding 500 acres among cane- 
growers who would sell their product to mills operated by 
quasi-public corporations. This plan was found to be un- 
workable and also socially undesirable, since it would aid 
well-to-do groups and confer no benefit whatever upon the 
landless classes most in need of aid."* Instead of embarking 
on the radical plan of recapturing the sugar lands, therefore, 
the PRRA undertook a codperative experiment with a sugar 
mill and 10,000 acres of sugar land purchased with federal 
funds and resold to codperatives on long-term credit. 

Plans were also laid for the establishment of subsistence 
homesteads for small farmers and for their instruction in 
improved methods of agriculture. A number of projects for 
rural electrification were inaugurated. On the homesteads 
modern farmhouses were constructed of brick and cement to 
resist earthquakes. Slum-clearance work was begun in the 
cities of San Juan and Ponce, with fireproof, low-cost apart- 
ment houses replacing dangerous and unsanitary shacks. 

The PRRA took some preliminary steps in the direction of 
industrialization, but it was obvious that any substantial prog- 
ress along this line would be the work of years. Skilled labor 
was lacking, and private capital would not be attracted into 
such an unpromising field. Moreover, any considerable export 
of competing goods to the United States would almost cer- 
tainly result in pressure on Congress for their exclusion. 
There was the further possibility that manufacturers on the 
mainland would resort to “dumping” their products into 
Puerto Rico in order to drive potential competitors there out 
of business. The PRRA, therefore, limited its industrial 
projects to the construction of plants to supply its own needs 
for building materials and to the establishment of such essen- 


™ Cf. Earle K. James, “Puerto Rico at the Crossroads,” Foreign Policy Re- 
ports, XIII, 182-192, October 15, 1937. 
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tially local industries as abattoirs, refrigerating plants, and 
warehouses. 

With respect to emigration, there was little that the PRRA 
could do. To have encouraged migration to the mainland, 
where there were already so many unemployed, would have 
only made a bad situation worse. And migration on any con- 
siderable scale to other parts of the Caribbean or to South 
America would have required diplomatic preparation which 
was beyond the sphere of the Reconstruction Administration. 
In April, 1937, the legislature took one step against strong 
Opposition toward relieving population pressure when it re- 
moved restrictions on the dissemination of information con- 
cerning birth control and debarred from marriage persons 
mentally afflicted or suffering from contagious disease.” 


5. Puerto Rico’s Ultimate Status 


A listing of only the more prominent features of the pro- 
gram of reconstruction suffices to show how formidable was 
the task confronting the federal government in the economic 
sphere alone. Overtopping the work of rehabilitation was the 
problem of the ultimate status of the island. Some day a 
decision would have to be made. If the island was to be made 
prosperous, its future could not be left in uncertainty. Did 
Puerto Rico desire either statehood or independence? Accord- 
ing to Mr. Santiago Iglesias, the island’s Resident Commis- 
sioner in Washington, outright independence “was terrifying 
and unthinkable to all but a group of pretentious intellectuals, 
‘ilustrados,’ among our people.”"* The aspirations of this 
group were abetted by a few doctrinaires and political radi- 
cals in the United States. And there was also a selfish element 
which for the sake of keeping Puerto Rican products out of 


* A Board of Eugenics was also empowered to order the sterilization of the 
feeble-minded. Birth-control clinics had previously been set up in a number 
of places, but had been compelled to close on account of religious opposition. 
Earle K. James, op. cit. 

* Congressional Record, Seventy-fifth Congress, First Session, 4380. 
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the country would quite readily have severed all ties with the 
island and left it to survive or perish as fate might decide. 

These advocates of complete separation were not repre- 
sentative of the peoples either of the island or of the main- 
land. It was clear that the Administration and Congress were 
sensible of their responsibilities and had no desire to evade 
them. Independence was out of the question when it meant 
leaving 1,800,000 people vulnerable to starvation and civil 
strife. The moral obligation was supreme. But even if it had 
not existed the palpable fact of Puerto Rican citizenship posed 
some embarrassing questions for those who advocated inde- 
pendence. Having given the people citizenship, could Con- 
gress rescind the gift and make them aliens again, especially 
when a large proportion of them had been born citizens? The 
legal problem of independence for Puerto Rico was wholly 
different from that of independence for the Philippines. 

But if independence was impossible, was statehood the 
obvious solution? Would the island fit into the federation of 
states? How soon would it be ready to be represented in the 
United States Senate with two votes, along with Illinois and 
California? The population was not assimilated to the Amer- 
ican system, and in fact during the 1930’s it seemed to be 
making less progress toward ““Americanization” than in the 
two preceding decades. To become a state would also mean 
new fiscal burdens which Puerto Rico was not yet able to 
bear. Many of its friends, therefore, were convinced that the 
hour for statehood had not yet arrived. Puerto Rican leaders 
resented this attitude, because it seemed to them to suggest 
the mark of inferiority—a denial that they were politically as 
competent as their fellow citizens on the mainland. Other 
Latin Americans sometimes shared this resentment. Such a 
feeling was understandable but not wholly sound. For to 
recognize the patent differences between the cultures of 
Puerto Rico and, say, Colorado, did not logically raise any 
question of the superiority of either. 

With neither statehood nor independence immediately 








166 THE UNITED STATES IN WORLD AFFAIRS 


feasible, and with the islanders becoming increasingly dissat- 
isfied with their equivocal position, American leadership was 
challenged to find another and a better way out. From the 
point of view of the Puerto Ricans it was clearly desirable to 
give them a measure of autonomy which would remove the 
last trace of the colonial stigma and at the same time assure 
them of a continuation of all the economic benefits and the 
military protection accruing from their connection with the 
United States. 

A former Governor of Puerto Rico, Colonel Theodore 
Roosevelt, believed that the answer might be found by giving 
the island a dominion status like that of Canada and Australia 
in the British Commonwealth of Nations, and during his 
term of office he directed his work toward that end. With 
dominion status as the goal, he says, in a work published in 
1937, ‘there would be no reason to continue the hopeless 
drive to remodel all Puerto Ricans so that they should become 
similar in language, habits, and thoughts to continental 
Americans.’"* The pride of the people would not be hurt, 
and the island would be relieved of the burden of contribut- 
ing, as it would do under statehood, to the costs of the federal 
government. It would also retain the trade advantages which 
go with statehood. 

In the view of Colonel Roosevelt, dominion status would 
likewise be advantageous to the United States. He summarizes 
this part of his argument as follows: 


There can be no doubt but that the future of the United States is 
more closely linked with that of South America than with any other 
part of the world. Puerto Rico could form the connecting link be- 
tween our English-speaking civilization in the north and the Spanish- 
speaking civilization which embraces most of the countries south of 
the Rio Grande. 

As citizens of the United States, but by blood and culture Spanish 
Americans, they could be woven into the general scheme as inter- 
preters both ways. The university could be developed with visiting 
students and professors from both continents until it approximated a 


™ Theodore Roosevelt, Colonial Policies of the United States, 117-119. 
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real Pan American center of culture, where Cervantes and Shake- 
speare, so to speak, sat side by side. There tropical medicine could be 
taught; there courses in law could be given, explaining the relation- 
ship and differences between our law, based on the common law of 
England, and theirs, based on the Roman code. We could well utilize, 
as part of our diplomatic and consular service in South America, 
young Puerto Ricans trained in the United States.15 


While this proposal offered a way around some of the 
difficulties raised by the demand for statehood, it was not 
offered as a solution of the island’s more immediate and 
pressing problem of subsistence. Like statehood, dominion 
status was to be regarded only as a possible goal in the distant 
future, and neither of these goals would of themselves give 
the Puerto Ricans the better living conditions which they 
needed so badly. The main problem was fundamentally eco- 
nomic and its solution of necessity would likewise be eco- 
nomic. 


II. Cusa’s New ORIENTATION 


In Cuba, too, the Good Neighbor policy had undergone a 
severe test. Here it had met the challenge successfully. By 
1937 relations between the island republic and the United 
States had greatly improved, and the Latin American coun- 
tries had further evidence of a purpose in Washington to 
avoid even the appearance of intervention. But non-interfer- 
ence did not mean indifference to the trend of events on the 
island. While there had been both economic and political 
progress in Cuba since the revolution of 1933, there were 
some developments which the American government could 
hardly view without a certain amount of concern. 

Cuba’s overthrow and exile of President Machado in 
August, 1933, was a revolt against a dictatorship which had 
become intolerable. The revolt had succeeded, but it did not 
bring democracy in its wake. Within five months after the 
flight of Machado, four Provisional Presidents held office in 
* Theodore Roosevelt, Colonial Policies of the United States, 194. 
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rapid succession.’® The government was unstable, and it be- 
came abundantly evident that the final arbiter in political 
disputes was the army. Meanwhile, there was a revolution 
within the army itself which to some observers seemed at first 
to indicate a new trend toward democracy. While this move- 
ment in its early stages had been toward the Left, it was soon 
deflected toward the Right; and in 1937 Cuba was under an 
iron hand which was not concealed by the velvet glove of 
Republican constitutionalism. 


1. Military Rule 


When Fulgencio Batista, a sergeant, headed a revolt in the 
army shortly after the deposition of President Machado, and 
when, after expelling the commissioned officers, he put sub- 
alterns and privates in their places, his coup was promptly 
hailed by radicals in Cuba and elsewhere as the long-hoped- 
for uprising of the proletariat. For a time events favored this 
interpretation and contributed to the success of the new ruling 
elements. 

Peace and order were gradually restored. Economic im- 
provement, stimulated in part by the United States, aided in 
the work of pacification. Especially helpful was the new 
reciprocal trade agreement which lowered the American tariff 
on Cuban sugar to 0.9 of a cent a pound.” Anti-American 
feeling, which had been much in evidence at the time of the 
“sergeants’ revolt,” was mollified by this concession and by 
the voluntary abrogation by the United States government of 
the Platt Amendment placing certain limitations on Cuba’s 
autonomy.’® 

With calm restored Cuba adopted a new constitution, and 
after it went into effect she held an orderly election and chose 
Dr. Miguel Mariano Gomez as first President under that 
instrument. Dr. Gomez assumed office on May 20, 1936; 


* The United States in World Affairs, 1933, 172-184. 
7 See above, Chapter V. 


*™ Cf. The United States in World Affairs, 1934-5, 123-124. 
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seven months later, on December 24th, he was summarily 
removed by impeachment. He had taken his constitutional 
duties seriously and vetoed a bill levying a special tax for the 
support of rural schools which were to be controlled by the 
army. This measure had been sponsored by former Sergeant 
Batista, now the Chief of Staff of the Cuban army with the 
modest rank of colonel. The new President had challenged 
the military power, and his undoing was swift and complete, 
although achieved under constitutional forms. The Vice- 
President, Colonel Frederico Laredo Bru, duly succeeded to 
the Presidency as the Constitution prescribed; but from then 
on no one could doubt that the real ruler of Cuba was Colonel 
Batista. Presidents had their place, but the man to be obeyed 
was the man with force behind him—in this instance a self- 
styled Liberal. 

For support, Colonel Batista looked first of all to his well- 
disciplined and well-cared-for army of 15,000 men, whose 
requirements accounted for a fourth of the national expendi- 
ture.’ But he linked the army with a far-reaching scheme of 
social rehabilitation which enabled him to extend his influ- 
ence into the remotest sections of the island. He assumed the 
direction of rural education through a chain of “‘civic-mili- 
tary” rural schools, every one in charge of a teacher holding 
the rank of sergeant. By the end of 1937, 1,100 of these insti- 
tutions had been established, each equipped with a radio and 
offering opportunities for propaganda from headquarters as 
well as for entertainment and instruction. For administrative 
purposes these institutions were grouped into districts, each 
containing twenty-five schools under the general supervision 
of a first lieutenant. 

Public health and welfare work also engaged Colonel 
Batista’s attention. He established a home and school for 
orphans—the Civic-Military Institute. He set up a Technical 

* The total budget for 1936-37 was 73,200,000 pesos, of which 18,400,000 


was for military purposes. Statesman’s Yearbook, 1937, 811; League of Na- 
tions, Armaments Year-Book, 1937, 261. 
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Health Service to codperate with the Department of Public 
Health in promoting preventive measures against disease, a 
National Tuberculosis Council to wage war on the white 
plague, and a National Welfare Corporation to improve the 
work of existing charitable organizations and to direct new 
public charity in an effective manner. All these activities were 
coérdinated through a Corporate Council of Education, 
Health, and Welfare. In short, the new Chief of Staff of 
the Cuban army was as much concerned with national destitu- 
tion as he was with national defense. He made frequent tours 
of inspection in the towns and villages where his new pro- 
gram was in operation, and mingled with the people in order 
to learn their problems at first hand. 

Colonel Batista ran Cuba, but not, like his predecessor 
Machado, in outmoded style. Instead of secluding himself 
from the people and affecting an air of superiority, he sought 
to become the idol of the proletariat and to strengthen his 
authority by benevolence rather than by gold braid. When his 
admirers talked of making him the next President of Cuba in 
1940 he disavowed any intention of exploiting the advantages 
which events had given him. This was probably no real renun- 
ciation on his part, since he was already more powerful than 
any President would normally be and he could make or break 
anyone who failed to see eye to eye with him on public ques- 
tions. Even his enemies, who accused him of turning Cuba 
into “an armed camp without liberty, freedom of speech and 
assemblage,”*° did not charge him with harboring Presiden- 
tial ambitions, but they did launch rumors that he was plan- 
ning to abolish the Cuban Congress and set up a corporative 
state. Their anxieties probably arose from knowing that fac- 
tional splits in Congress had created a legislative deadlock 
which had held up the enactment of necessary legislation for 
many months. But the very existence of these divisions and 
the formation of a Democratic Parliamentary Front to oppose 


* Julian S. Bach, “Cuba's Cagey Colonel,” Digest, 1, 14, September 11, 
1937. 
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the Batista régime indicated that the situation in Cuba bore 
little resemblance to European totalitarianism, where opposi- 
tion was tantamount to treason.”* 


2. A Three-year Plan 


Although Congress was not molested, new apprehensions 
arose in July, when Colonel Batista published the outlines of 
a so-called three-year plan of economic and social reconstruc- 
tion. On paper, it was an ambitious affair, intended to be 
Cuba’s remaking. Industry, agriculture, and labor were to be 
brought under strict regulation. The government was to take 
a direct hand in the relations between employers and workers, 
to establish a system of social insurance, to promote better 
housing for workers, to prevent the hiring of foreign labor 
when domestic labor was obtainable, to aid small farmers in 
becoming landowners, to effect a better balance between agri- 
cultural production and consumption, to encourage marketing 
and consumers’ codperatives, to improve the currency and 
credit facilities through the establishment of a central bank of 
issue, and to create a merchant marine. 

Much of this sounded very like what was being done in 
Washington, and in fact it was stated by a spokesman for the 
Department of State that representatives of the Cuban gov- 
ernment had spent some time there consulting with various 
federal agencies and seeking to learn from American experi- 
ence what measures would be most useful for their country.” 
But the apparent purpose of the Cuban government to make 
so many sweeping changes in a very short space of time caused 
misgivings, since it seemed to imply a thorough regimentation 
of the country’s economic life and a further curbing of democ- 
racy. The Cuban embassy in Washington, however, promptly 
denied any purpose on the part of its government to complete 
the plan within three years; its various features were only to 

™Cf. New York Herald Tribune, February 11, 1937; New York Times, 


May 30, 1937. 
™ New York Times, August 24, 1937. 
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be initiated seriatim within that period. Shortly thereafter 
Ambassador Martinez Fraga gave assurances that the plan 
guaranteed full protection to American and other capital in- 
vested in the island and pointed out that American sugar 
companies had accepted without reservation the government's 
plan for the codrdination of the sugar industry.” 


III. THe HAITIAN-DOMINICAN AFFAIR 


Cuba’s neighbor, the Dominican Republic, was likewise 
under one-man rule, but this one man had reverted to many of 
the practices of the old school. President Trujillo embellished 
himself with the trappings of power and glory. He was gen- 
eralissimo of the army, held an honorary doctorate from the 
University of Santo Domingo, and had been voted the title of 
“Benefactor of the Nation” by his Congress. In 1936 Santo 
Domingo, the oldest city of the New World and supposedly 
the burial-place of Christopher Columbus, was renamed 
Ciudad Trujillo in honor of the “Generalissimo, President 
and Doctor.” 


1. Ambition a la mode 


The true story of President Trujillo’s rise to power and 
doubtful fame is yet to be told. When the narratives of his 
friends and enemies are drastically discounted for bias, they 
still seem more like the materials of fiction and light opera 
than the facts of history.** Whatever may be said of the 
character of his personal rule, it was obvious that he was 
striving to be as big a world figure as his position at the head 
of a small state of 1,500,000 souls would permit. This meant 
that he must have a foreign policy that would catch the eye of 
the great powers. But the only country with which his govern- 


™ New York Times, July 27, 1937; New York Herald Tribune, October 17, 
1937. 

“For an officially inspired and fulsome eulogy, cf. Lawrence De Besault, 
President Trujillo: His Work and the Dominican Republic. For a scathing 
denunciation, cf. Carleton Beals, “‘Caesar of the Caribbean,” Current History, 
XLVIII, 31-34, January, 1938. 
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ment could have much in the way of foreign relations was the 
neighboring republic of Haiti, occupying the western third of 
the island on which both states were situated. 

Happily for President Trujillo, Haiti presented a problem 
which gave him opportunity to display his diplomatic talents 
as a peacemaker. For nearly a century the two neighbors had 
been at enmity. For many years the Haitian Constitution had 
not recognized any territorial claims whatever of the Domin- 
ican Republic, but had defined the national boundary as the 
ocean on all sides of the island; and the name Haiti was 
applied to the whole island as well as to the republic. In 1874, 
however, the two governments agreed to a shadowy boundary, 
which was to be delineated by subsequent negotiations. Dur- 
ing the next sixty years the boundary remained undefined, and 
the debatable area was a constant source of irritation to both 
governments. Border clashes were of frequent occurrence, and 
no love was lost between the black French-speaking Haitians 
and the white Spanish-speaking Dominicans. 

Here was a chance for President Trujillo to gain recogni- 
tion and prestige outside his own borders. He undertook to 
settle the boundary dispute, and to this end he made a per- 
sonal visit to President Vincent in Port-au-Prince, and cleared 
up some of the moot points there. Then President Vincent 
returned the visit, and in the Dominican capital on February 
26, 1935, the last difficulties were resolved. There was a great 
celebration, and President Trujillo’s followers proclaimed his 
eligibility for the Nobel peace prize. Things seemed to be 
going very well indeed. 


2. Border Incidents 


But the Haitians and the Dominicans who lived near the 
border still refused to love one another. In fact, by 1937 rela- 
tions had become more strained than ever. Just what was 
taking place along the border was not made clear in the 
partisan and conflicting accounts coming from that region. It 
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appears, however, that Colonel Batista of Cuba had indi- 
rectly played a part by deporting several thousand Haitian 
laborers in order to create more jobs in the Cuban cane-fields 
for his own people.” The Haitian Republic has only about 
half the area of the Dominican Republic and nearly twice the 
population. It is almost as badly overpopulated as Puerto 
Rico. Furthermore, its lands are more mountainous and less 
fertile than those where the Generalissimo ruled. Conse- 
quently Haitian laborers flocked across the border at cane- 
cutting time and competed with Dominicans for employment. 
Colonel Batista’s deportations of Haitians from Cuba intensi- 
fied this movement. There were also some thousands of 
Haitian “squatters” on the other side of the border and 
Dominican workers complained that the newcomers depressed 
wage-levels. 

Ill-will between the two peoples increased, and early in 
October, 1937, the unarmed Haitians were set upon by in- 
furiated and—according to some reports—drunken Domini- 
cans and massacred by hundreds and perhaps by thousands. 
The reports indicated that men, women, and children had 
been slain indiscriminately and their bodies burned or thrown 
into the sea. Both governments exercised strict censorship and 
for nearly a month succeeded in keeping the news from the 
outside world. Neither of them could afford a war—Haiti, in 
fact, was without an army—and both feared the excesses 
which might result if their people should become inflamed. 
The first reports to appear in the American press, on October 
24th, indicated that about 300 Haitians had been killed.** On 
November 7th the number had grown to 1,000, and on the 
8th to 2,700; a day later it reached 5,000; on December 8th 
President Vincent was quoted as saying that 8,000 had died, 
and on the 2oth the number was put at 12,168 by the Haitian 
Legation in Washington.** 


*®See above, p. 171. 
*® New York Herald Tribune, October 25, November 7, 1937. 
*™ New York Times, November 10, 14, 21, 1937. 
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3. International Conciliation 


The Dominicans were about to ruin President Trujillo's 
work as a peacemaker. His expatriated enemies and other 
critics outside his country immediately opened a new attack, 
seeking to create the impression that he had ordered the mas- 
sacre, and that this act was in keeping with his whole career.”* 
Such records as are accessible, however, fail to support this 
accusation. On October 15th, even before the news had got 
past the censors, the Dominican and Haitian governments had 
signed an agreement under which the former had denounced 
the action of its nationals and agreed to conduct a searching 
investigation “with the purpose of fixing responsibilities and 
of applying the sanctions that may be necessary.””** There was 
an obvious desire on both sides to effect an amicable settle- 
ment before agitators made this impossible. But when the 
facts became generally known the Haitian government found 
it politically impractical to leave the determination of respon- 
sibilities and “sanctions” to the Dominican authorities. On 
November 12th, therefore, it asked the governments of the 
United States, Mexico, and Cuba to tender their good offices 
in settling the dispute. They agreed and at once suggested 
that a commission be appointed to investigate and fix the 
terms of a settlement. Haiti consented, but the Dominican 
Republic demurred on the ground that the issues were really 
domestic and insisted on adherence to the original agreement. 
The three friendly powers then urged Haiti to resort to exist- 
ing peace treaties for a solution. Accordingly, on December 
14th she invoked the Gondra treaty of 1923 and the Inter- 
American Conciliation Convention of 1929. Both disputants 


™Carleton Beals, for example, stated that the Haitian victims were 
squatters on lands set aside to make room for a colony of German Nazis 
whom Trujillo had planned to settle near the border and who would be in 
full sympathy with his Fihrer-like methods. Current History, XLVIII, 31-34, 
January, 1938. 

* Official statement of the Dominican government's position, appearing as 
a paid advertisement in the New York Times, December 17, 1937. 
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were signatories of these agreements. Under the pact of 1923 
they had pledged themselves not to resort to war until a com- 
mission of inquiry had made an investigation and submitted 
a report, and under the pact of 1929 the commission was 
not only to investigate but to submit a plan of settlement. For 
reasons of prestige President Trujillo held out as long as he 
could do so with good grace. On December 17th his Wash- 
ington Minister placed a full-page advertisement in the New 
York Times, containing much of the correspondence be- 
tween the two governments, and seeking to prove that in- 
ternational mediation was unnecessary. On the following 
day, however, President Trujillo yielded, and the Permanent 
Committee of Inter-American Conciliation, composed of the 
three Latin American diplomatic representatives longest ac- 
credited to Washington, went promptly to work. 

The Haitian-Dominican controversy was the second threat 
within a few weeks to peace in the Western Hemisphere.*° It 
also afforded the second opportunity to test the inter-Amer- 
ican peace machinery; and on both occasions it worked. 
Furthermore, a dictator had come out second best when he 
sought to circumvent an agency for collective security. Presi- 
dent Trujillo, however, was still capable of dramatizing a 
situation in such a way as to gain some prestige even from 
defeat. On Christmas Day he joined President Vincent in 
proclaiming a “pact of honor,” in which they gave mutual 
pledges that the recent unpleasantness would not “at any 
time give cause for a war between our two neighboring 
peoples nor serve ever as a pretext to disturb our peace.’’** 


IV. THE FUTURE OF THE PHILIPPINES 


Westward of the Caribbean islands, and some 12,000 miles 
distant from them as the ships go, the United States was con- 


™ The other threat arose from the dispute between Honduras and Nica- 
ragua. See above, Chapter VII. 

™ New York Times, December 28, 1937. On January 31, 1938, Haiti and 
the Dominican Republic signed the plan of settlement worked out by the 
Committee of Conciliation. 
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fronted with another insular problem. Although they were on 
opposite sides of the globe, the Philippines and the Caribbean 
islands presented many points of resemblance. There was a 
marked similarity in climate and in leading agricultural prod- 
ucts. In both regions the culture of the upper classes was 
basically Spanish, and between them and the peasantry there 
was a great gulf fixed. Both regions also were confronted 
with acute agrarian problems,” and the prosperity of both 
depended primarily upon their ability to market their sugar in 
the United States under favored tariff treatment. 


1. On the Way Out 


The Philippines were headed for independence, and in the 
process of transition there arose legal and political situations 
which required careful handling both in Washington and in 
Manila. The Commonwealth government, which was set up 
to bridge the gap between the régime of an “insular posses- 
sion” and that of an independent republic, was vested with 
a large measure of autonomy, but it was without sovereignty; 
the last word still remained with Washington. The inhabit- 
ants of the islands were not American citizens, as the people 
of Puerto Rico were, but their primary allegiance was still due 
to the United States. Its courts were still the tribunals of last 
resort. The new constitution could be amended only with the 
consent of the President of the United States, and he could 
suspend any law which he believed would prevent the govern- 
ment from meeting financial obligations. During the Com- 
monwealth period Washington retained control of Philippine 
foreign relations; it might maintain military and naval forces 
in the islands, and it might intervene to preserve constitu- 
tional government. 

On the other hand, the Commonwealth was vested with 
broad powers of local administration. The people chose their 
President and elected a unicameral legislature. Their govern- 


“Cf. James S. Allen, “Agrarian Tendencies in the Philippines,” Pacific 
Affairs, XI, 52, March, 1938. 
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ment even proceeded to raise and equip an army, and to this 
end introduced compulsory military service. This dual system, 
prescribed by the Tydings-McDufhe Act, was due to continue 
until the islands attained their independence in 1946, unless 
in the meantime the act was amended. 

There were numerous suggestions for amendment, repre- 
senting three divergent points of view. The Philippine leaders 
were generally of the opinion that the act gave the United 
States too much power during the transition period. A radical 
group in the Philippines advocated immediate independence 
as a solution of their major problems. Likewise in the United 
States there was a considerable body of citizens representing 
various shades of political opinion, who were convinced that 
if the government was to withdraw, the sooner it did so the 
better. There were others, however, who maintained that the 
United States had incurred a moral responsibility for the 
peace and security of the islands and should not abandon 
them while the world was in such dangerous state. 

In February, 1937, President Quezon of the Philippine 
Commonwealth arrived in the United States and remained 
some weeks in Washington conferring with the authorities on 
matters affecting the relations of the two governments. Dur- 
ing his stay he attracted most attention from the American 
public when he suggested that the date for independence be 
advanced from 1946 to 1938 or 1939. It transpired, however, 
that his proposal was conditioned upon the granting of recip- 
rocal trade concessions by each country. Under the Tydings- 
McDuffie Act free trade between the United States and the 
Philippines would end in 1940, and thereafter the American 
tariff would increase by degrees until the full duties became 
effective along with independence in 1946. Under free trade 
80 per cent of the exports of the Philippines went to the 
United States, and the chief item of export was sugar. With- 
out the American market the Philippine sugar industry would 
be ruined. Because of the long haul it could not compete on 
equal terms with the Cuban industry for this market, and 
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because of higher production costs it could not compete with 
the industry of Java in the world market. 


2. Plans for Tariff Adjustment 


This threat to the economic future of the Philippines had 
been foreseen in Washington, and on January 2, 1937, a 
month before President Quezon’s scheduled arrival, the De- 
partment of State announced that during his visit it would be 
prepared to take up with him the question of future trade 
relations between the two countries.** On March 18th Presi- 
dent Quezon and Assistant Secretary of State Francis B. Sayre 
announced in a joint statement that a committee of American 
and Philippine experts would be created to recommend “a 
program for the adjustment of Philippine national economy.” 
It was made clear that pending this readjustment preferential 
trade relations might continue, but that the eventual goal 
would be a reciprocal trade agreement on a non-preferential 
basis.** 

The joint committee of experts began its work on April 
19th,** and the United States government thus far recognized 
its moral obligation not to cut the islands loose without first 
taking steps to safeguard their economic future. But there 
were numerous groups who were quite willing to leave them 
to their own devices regardless of consequences. American 
sugar interests, not only in continental United States but in 
Cuba, Puerto Rico and Hawaii, wished to be rid of unpleasant 
competition. So did the dairy industry and the cotton-growers 
because coconut oil competed with butter fats and cotton oil, 
and Philippine hemp competed with certain cotton manufac- 
tures and with Mexican sisal, in which American investors 
were interested. Representative Treadway of Massachusetts 
voiced the sentiment of these groups when he opposed any 
tariff concessions to the islands, stating very frankly that “one 

* Department of State Press Release, January 2, 1937. 


™ Ibid., Match 18, 1937. 
* Ibid., April 24, 1937. 
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of the major circumstances in granting independence was that 
our farmers and workers would not thereafter have to suffer 
from free and unbridled competition with Philippine products 
produced by cheap Oriental labor.’’*® 

This was the dollars-and-cents argument, and the one 
which thus far had shaped Congressional policy with regard 
to the Philippines. But there was another argument which 
was advanced with increasing frequency during 1937. Thus 
Representative Clare E. Hoffman of Michigan urged immedi- 
ate withdrawal because the islands were “the treasure chest of 
the Far East’”’ and offered “an opportunity for the pent-up 
energy of the Japanese race.” Representative Crawford from 
the same state warned of “the dangers of an Asiatic Monroe 
Doctrine and the Yellow Peril.”** This was the policy of 
“scuttle and run,” which also underlay many proposals for 
neutrality legislation;** but the fact that Michigan ranked 
second among the American states in the production of sugar 
beets may have entered into the subconsciousness of her 
spokesmen when they decided that the Philippines were too 
rich and therefore too dangerous for American occupancy. 


3. The Commonwealth in Operation 


It was true that in 1937 the islands were prospering, and 
this in spite of the uncertainty of their political future. They 
were in the midst of a gold boom. Their gold output had 
almost tripled within the four years following the devalua- 
tion of the dollar and the higher price of the metal, and they 
had attained fifth place among the world’s producers. Condi- 
tions were conducive to speculation, with the ultimate reac- 
tion, but for the time being the prevalent feeling of well- 
being had materially aided the Commonwealth government 
in getting off to a good start. Due in part to the refunding by 
the United States Treasury of excise taxes on coconut oil, its 


™ Congressional Record, Seventy-fifth Congress, First Session, 3718. 
* Thid., 1634, 2666. 
* See above, Chapter III. 
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fiscal condition was excellent. The stabilization of the sugar 
industry, with improvement in prices, was as important as the 
gold boom in producing prosperity. The islands possessed a 
virtual world monopoly of cordage materials derived from 
abaca, or manila fiber. Large deposits of iron ore were await- 
ing development, and such strategic raw materials as copper, 
manganese, and chromium were known to exist in considera- 
ble quantity. 

American investments in the Philippines were not large 
when compared with those in other regions offering similar 
opportunities for capitalistic enterprise. The United States 
Tariff Commission estimated the total as of 1935 at approxi- 
mately $200,000,000, of which $164,000,000 represented di- 
rect investment in numerous insular industries and the re- 
mainder consisted of holdings of bonds issued by government 
agencies, private corporations, and religious organizations.™ 
The largest investment was in mining properties (estimated 
at $38,000,000) ; next in order were utilities ($32,000,000), 
and sugar centrals ($22,000,000). The Tariff Commission 
concluded, after its investigation, that the status of these in- 
vestments would depend largely upon the economic effects of 
independence on Philippine agriculture, industry, and com- 
merce. And these effects in turn would obviously depend on 
trade relations with the United States. 


4. The Japanese Question 


The problem of the economic future of the islands could 
thus be stated in fairly simple terms. Not so their political 
future; for here Japan entered into the picture. No one had 
ever produced any positive proof that Japan had designs on 
the islands. Since 1932 she had been increasing her exports to 
the Philippines, but she had been doing the same thing in all 
parts of the world.*° Between 1932 and 1936 her proportion 





*” United States Tariff Commission, United States-Philippine Trade (Re- 
port No. 118, second series), 189-192. 
“Cf. The United States in World Affairs, 1934-5, 170-178. 
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of the total imports into the Philippines rose from 8 to 13 
per cent, but in all lines, except textiles, she was still far out- 
distanced by the United States. Japanese immigration to the 
Philippines had likewise failed to attain the proportions of a 
problem, since there were only about 20,000 Japanese in a 
population of 13,000,000. In brief, the fear of Japan was 
based on her acts elsewhere and on suspicions of what she 
might do if the withdrawal of the United States gave her a 
free hand. Those who feared Japanese penetration made the 
point that the Tokyo government had every reason to refrain 
from aggressive moves while the United States was still in the 
islands; for such acts would only cause her to remain there. 
But after the American evacuation, they argued, the Japanese 
would come first with loans and then with immigrants; then 
perhaps there would arise some petty dispute in which a few 
Japanese would be maltreated—and then would come the 
army and navy to avenge the insults to the Imperial Son of 
Heaven.** 

It is certain that Japan’s aggressions on the Asiatic main- 
land made many Filipino leaders doubt the value of a sever- 
ance of all ties with the United States. President Quezon, 
during his visit to the United States, had broached the matter 
of a multilateral treaty of neutralization, under which certain 
powers would guarantee the political and territorial integrity 
of the islands. Public opinion in the United States was cool 
toward such a proposal, especially after a similar commitment 
to safeguard China had been torn to shreds by one of the 
signatories. A spokesman for the Japanese Foreign Office was 
quoted as saying that his own government renounced “the 
idea of great powers concluding agreements guaranteeing the 
freedom, integrity, or neutrality of another nation.’ In any 
case, world events had shown that such guarantees were of 
dubious value. 


“Cf. William H. Chamberlin, “Puzzle in the Philippines,” Current His- 
tory, XLVI, 42, July, 1937. 
“ Far Eastern Survey, V1, 87, April 14, 1937. 
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It may have been a coincidence, but in July, just as Japan 
was girding herself for a new march into China, President 
Quezon intimated in a special interview in the New York 
W orld-Telegram that the Filipinos might give up the goal of 
“complete, immediate, and absolute independence” if a more 
suitable arrangement with the United States could be devised. 
In subsequent discussions he indicated that dominion status 
was the alternative which he had in mind, but he made it 
plain that the proposal “‘must come from some one else.’’** In 
the United States these suggestions were regarded as trial bal- 
loons. They evoked only moderate interest, and that not 
very friendly. “Complete autonomy and adequate American 
authority are incompatible,” said the New York Herald 
Tribune.** Unconditional independence had been given, and 
most Americans then regarded the matter as settled. 


@ New York Times, November 18, 1937. 
“ New York Herald Tribune, July 21, 1937. 
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CHAPTER NINE 
JAPAN’S UNDECLARED WAR 


IN SEVERING political ties with the Philippines, the United 
States government was seeking first of all to put an end to an 
economic competition which some groups of its nationals 
were finding uncomfortable. It was not deliberately with- 
drawing from the islands in order to escape international 
difficulties, and certainly it had not decided to adopt a passive 
role in Far Eastern affairs. The flag might eventually come 
down in the Philippines, but it would still fly over many 
widely separated places in the Pacific area—over Alaska, over 
the 1,500 miles of west coast of the United States, over the 
Panama Canal Zone, over Hawaii and over numerous lesser 
islands. Regardless of the ultimate status of the Philippines, 
the United States would continue to be one of the dominant 
Pacific powers. 

The American people had never been as chary of ‘‘involve- 
ment” in the Far East as they were of entanglements across 
the Atlantic. If this had not been the case, there would have 
been no proclaiming of an Open Door policy for China, no 
participation in a Nine Power Treaty for the defense of 
China’s territorial integrity and political sovereignty, and no 
enunciation of a Stimson Doctrine declaring that recognition 
would be withheld from the fruits of aggression. An active 
role in Pacific affairs required the continued support of the 
principles embodied in these various pronouncements of 
policy and thus implied the opposition of the United 


States to the expansionist program of Japan on the 
Asiatic mainland. 


















JAPAN’S UNDECLARED WAR 


1. An Interval of Quiet 


Step by step, since 1931, Japan had been extending her 
hegemony in Eastern Asia. First, Manchuria had been over- 
run, and then Jehol; next came the projection of Japanese 
influence over Inner Mongolia and the scheme of autonomy 
for the five Northern Provinces of China. After each succes- 
sive advance there was an interval of relative quiet, at least 
on the surface, but there was never any actual relaxation of 
the pressure on China from the Japanese military autocracy. 

The first half of 1937 was such an interval. Indeed, it then 
began to appear that a new day might be breaking for China. 
The destructive internal warfare of past years had subsided. 
The national government at Nanking had effected a reconcili- 
ation with the formerly hostile factions in South China and 
was rapidly approaching a basis of understanding with Chi- 
nese Communist forces which wished to present a united 
front against Japan. While China was thus developing polit- 
ical unity, her economic condition was also changing for the 
better. For two years in succession she had harvested excel- 
lent crops, and these benefits had been enhanced by the 
stabilization of her currency. During the first six months of 
1937 the value of her exports increased 45 per cent over the 
corresponding period of 1936 and her imports increased 30 
per cent.’ 

In this period the national government launched a five-year 
program for the construction of some 3,000 miles of new 
railways and for the improvement of existing lines. The 
United States aided indirectly in this work of reconstruction 
through the medium of the Export-Import Bank, which 
enabled China to obtain approximately a million and a half 
dollars of credit in the United States for the purchase of 
locomotives and other railway equipment.? China had also 
completed some 60,000 miles of modern motor highways, and 
in 1937 there were 9,000 additional miles under construction. 


* Commerce Reports, Match 12, 1938. 
® Amerasia, 1, 282, August, 1937. 
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On July 12, 1937, Dr. H. H. Kung, the Chinese Minister 
of Finance, obtained in person in Washington an extension 
of the silver agreement of May, 1936,° under which his gov- 
ernment was enabled to purchase gold from the United States 
Treasury and to pay for it with silver drawn from China's 
large reserves. This arrangement not only enabled the Nan- 
king government to maintain a more stable currency, but it 
also contributed to the country’s political strength. 


2. Domestic Tension in Japan 


The military element dominating the foreign policy of 
the Japanese government was keenly aware of the growing 
political unity of China and of her improving economic 
condition. This group had by no means accomplished all its 
projects for the control of Eastern Asia, and it was eager to 
press its advantages before China became stronger. There 
was also one other impetus to speedy action; for just as 
China began to show signs of returning prosperity Japan 
began to feel an economic pinch. She was losing some of her 
former advantages as an exporting nation. In the period from 
1933 to 1935 there had been complaints from nearly every 
part of the world of increasing Japanese competition, espe- 
cially in cotton goods. By 1937 these complaints had sub- 
sided, partly because of protective measures in the countries 
feeling this competition,* but chiefly because the rise in 
the prices of the raw materials which Japan had to import 
had offset her lower labor costs. 

Early in the year the weakness in the yen gave rise to 
much anxiety. Due in part to the armaments race, imports 
in 1937 rose 38 per cent over those of 1936, which them- 
selves had attained a new peak. As there was no correspond- 
ing increase in exports, the unfavorable trade balance also 
stood at a new high record. This caused an outflow of gold, 
but the pressure was intensified by other unfavorable condi- 


*Cf. The United States in World Affairs, 1936, 78, 79. 
“See above, Chapter V. 
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tions. Japan's export trade was being obstructed by new tariffs 
and quotas; her budget was unbalanced; there were rumblings 
of political unrest as well as much apprehension abroad con- 
cerning the government’s international policy. On January 
8, 1937, the Treasury issued an emergency regulation pre- 
scribing a more rigid control of exchange and a restriction of 
imports with a view to checking the fall of the yen.° These 
restrictions caused a temporary closing of the commodity 
exchanges. Prices of foodstuffs and other necessities were 
rising rapidly, and there were many signs of public dis- 
content.® 

The prevailing dissatisfaction increased when the new 
defense budget, carrying the largest military and naval ap- 
propriations in the history of the country, was laid before the 
Diet on January 20. On the following day there was such 
a bitter clash between General Terauchi, the War Minister 
in the Hirota Cabinet, and the important party leaders that 
the sessions were suspended for two days by imperial edict. 
The debate indicated deep-seated opposition to the govern- 
ment’s foreign policy and to its subservience to the army, 
with the result that on the 23rd, when the Diet should 
have reconvened, the Cabinet resigned. 

The Emperor entrusted the task of forming a new Cabi- 
net to General Ugaki, a retired officer of considerable ad- 
ministrative experience who had no sympathy with the 
extremists. All efforts of General Ugaki to constitute a new 
government were blocked by the army’s “‘younger element,” 
and it became clear that, in the last analysis, the military had 
the final word. The parliamentary crisis was not ended until 
February 2, when General Hayashi, a former Minister of 
War but one of the more moderate militarists, succeeded in 
creating a Cabinet of eight members instead of the usual 
thirteen. He immediately withdrew the budget which had 
aroused so much opposition, but the revised estimates which 


® New York Times, Januaty 8, 1937. 
* Ibid., January 19, 1937. 
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he presented later made no substantial reduction in the total 
outlay and none at all for the army and navy. The only 
concession that could be obtained from these branches was 
a promise to postpone a small fraction of their authorized 
expenditure. On March 29 the budget was passed and the 
unprecedented military and naval program was assured. 

The army leaders and the Cabinet had been subjected to 
such sharp criticism during the debates that they determined 
to discipline their critics by appropriate political methods. 
Accordingly, on March 31 the Diet was suddenly dissolved, 
and a new election was ordered for April 30, the second 
within fourteen months.’ The results of this national referen- 
dum gave the military leaders little comfort. Of the 466 
members of the Lower Chamber, only 41 could be regarded 
as consistent supporters of the government’s policies. The 
Hayashi Cabinet had thus obtained the support of only 
about 10 per cent of the elected representatives. It announced, 
however, its intention of remaining in office. Recent history 
seemed to warrant this unparliamentary decision. Since the 
assassination of Premier Inukai in 1932 the country had been 
ruled by super-party Cabinets usually dominated by generals 
who would not codperate with the political leaders or accede 
to any wishes of the Diet which did not accord with their 
own. Nevertheless, within a month after the electoral ver- 
dict against Premier Hayashi, he and all his Cabinet resigned, 
and a new ministry was formed by Prince Konoye. 

The new Premier was inexperienced in administration. and 
not well known abroad, but for personal and family rea- 
sons he enjoyed great prestige at home. Although he could 
not be clearly classed as a Liberal, his appointment was 
believed to mark the end of rule by military officers who had 
shown themselves to be political misfits. Prince Konoye an- 
nounced his purpose “‘to liquidate all rivalries between the 
various forces at home” and to seek the codperation of men 


* Christian Science Monitor, March 31, 1937. 
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of ability regardless.* For the time being, in this skirmishing 
with fate, the military group was definitely on the defen- 
sive. It had been shouted down in the Diet and it had been 
voted down by the electorate. It was blamed for heavy taxes, 
for the high cost of living, for efforts to regiment trade and 
industry, and for causing the country to lose the good will 
of the nations upon which Japan had to depend for much of 
her prosperity. 

Furthermore, the great industrialists and financiers who 
had been made to contribute heavily to the cost of military 
ventures on the mainland had discovered that these enter- 
prises were not paying dividends; and they had recently be- 
come aware that there were still more irksome controls and 
still heavier tax burdens ahead if the military bureaucrats 
were allowed to dictate. The major political parties, there- 
fore, representing Liberals and Conservatives, the wealthy 
and the masses of the poor, subordinated their differences 
and presented a united front against military encroachment 
within the civil domain. 

While the Japanese leaders were so deeply engrossed in 
problems of domestic politics, the international situation in 
the Far East had been comparatively quiet. But though the 
accession of the Konoye ministry had made possible some 
political appeasement at home, it opened the way, paradoxi- 
cally enough, to a more aggressive foreign policy. The pre- 
vious government, in spite of the ineptitude of its domestic 
policy, had in its Foreign Minister, Mr. Sato, a Liberal and 
a diplomat of wide and successful experience. In one of 
the debates in the Diet he had expressed a desire to make 
a new start in the cultivation of better relations with China. 
Instead of demanding Nanking’s recognition of ‘Man- 
chukuo” as a prerequisite to the settlement of all other issues, 
Mr. Sato indicated that he would take up minor problems first 
and, by disposing of them promptly and equitably, create 

* New York Times, June 2, 1937. 
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a friendly atmosphere in which the more difficult questions 
might be handled.® 

In the Konoye Cabinet, however, Mr. Sato had no place; 
his portfolio was taken by Mr. Hirota. This change put an 
end to any prospect of a new policy of conciliation towards 
China; for while Mr. Hirota relied on diplomacy rather than 
force, he was firm in his belief that it was Japan’s appointed 
mission to reorganize the Far East. Out of this continuing 
conviction had come the three stout principles which he had 
laid down while Foreign Minister in 1935 as the basis on 
which China might be allowed to live in peace.’ The army, 
meanwhile, had not been deflected from its course by mani- 
festations of public disapproval, and it welcomed the re- 
sumption of a firmer attitude towards China. If this policy 
should provoke conflict, the army could regain its lost popu- 
larity by becoming the avenging arm of the Emperor. 


3. The Amur River Incidents 


The military leaders did not have to wait long for an 
Opportunity to assert themselves. Within a month after the 
accession of the Konoye ministry there was an outbreak of 
“incidents” on the Amur River, which formed the boundary 
between Siberia and Northeastern Manchuria. Both Soviet 
Russia and ‘““Manchukuo” claimed sovereignty over certain 
islands in the river, and the Japanese government under its 
mutual assistance agreement naturally supported the claims 
of the latter. After several weeks of tension, with occasional 
resorts to minor hostilities, the situation took a serious turn 
when Japanese vessels fired upon three Soviet gunboats and 
sank one of them. The Soviet government at this time was 
involved in internal troubles—purging itself of “Trotskyist” 
influences—and was presumably in no position to risk a major 


* Bulletin of International News, XIII, 1009, May 29, 1937. 

* Cf. The United States in World Affairs, 1936, 68. His principles were: 
(1) China's recognition of “Manchukuo”; (2) her suppression of anti- 
Japanese activities on the part of her nationals; and (3) codperation with 
Japan in stamping out Communism in China. 
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conflict. In any case, M. Litvinoff, the Soviet Foreign Minister, 
suggested to the Japanese Ambassador in Moscow that both 
sides withdraw their armed forces from the disputed area, 
and that a special commission be appointed to determine 
the boundary. This suggestion was accepted, and the inci- 
dent seemed to be closed. Within a few days, however, 
Japanese or Manchurian troops again occupied the disputed 
islands, alleging that they had not been ordered to stay 
away indefinitely!** Moscow protested against this breach 
of the agreement, but to no avail. Tokyo was reported to 
have replied that since the islands belonged to ‘““Manchukuo,” 
Japan could give no pledge that troops of that country would 
not be stationed on them. 

These remote border disturbances derived most of their 
importance from the interpretations placed upon them by 
the outside world. It was widely believed that Japan had 
seized a favorable moment for testing the Russian temper and 
ascertaining whether it would be safe to penetrate farther 
into China. According to another view, Japan was already 
aware that the Soviet government would not fight at this 
time, but she wished to inform the world of this fact and 
thus to assure the totalitarian states that they would incur 
no risk in codperating with her. At the same time she would 
prove to the democratic states that Russia could give them 
no real assistance in the Far East.” But whether Japan was 
testing Russian strength or merely advertising Russian weak- 
ness, the conclusion seemed clear that no effective opposi- 
tion from Moscow need be feared for the present. 


4. The Fighting Begins 


Within less than a week after the Soviet government had 
agreed to withdraw its armed forces from the disputed Amur 
region, Chinese and Japanese soldiers were fighting in the 
vicinity of Peiping. Whether the close sequence of these 


4 Amerasia, 1, 244, August, 1937; Bulletin of International News, XIV, 106, 
July 24, 1937. 
2 Amerasia, 1, 246. 
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events was anything more than a coincidence is known only 
to those who share the confidence of the Tokyo Cabinet. 
The story of the beginning of hostilities was given to the 
world from Chinese and Japanese sources in such contradic- 
tory versions that the details seem likely to remain obscure— 
as in the Mukden affair of September, 1931, when the con- 
quest of Manchuria began. 

Both sides admitted that on July 7, 1937, Japanese troops 
were engaged in night maneuvers at Lukochiao, some eight- 
een miles west of Peiping, and that shortly before midnight 
some of the troops became involved in hostilities with units 
of the Chinese Twenty-ninth Army which were stationed near 
by. There was further fighting during the next three days, 
with a few casualties on each side. When a truce was arranged 
and inquiries were made each side sought to lay the blame 
on the other for starting the trouble.’* The exchange of 
shots in the dark was not in itself sufficient provocation for 
a major conflict. The recent fighting on the Amur River had 
been fiercer and more extended; thirty-seven Russians were 
reported to have been killed, but no war had followed. The 
Japanese military leaders, however, seized at once upon the 
Lukochiao affair as an excuse for another descent upon 
China in force. Whether or not they deliberately provoked 
the clash, as Chinese leaders asserted, they appeared to neu- 
tral observers to have overstepped the bounds of ordinary 
prudence when for approximately ten days they conducted 
military maneuvers almost in the presence of a large con- 
tingent of Chinese troops, and outside the area which they 
were entitled to occupy under existing treaty arrangements. 
Furthermore, the speed with which the Japanese staff began to 
move large bodies of troops into North China immediately 
after the July affair seemed to indicate that thorough prepa- 
rations had been made for dealing with a provocative inci- 


* New York Times, July 8-12, 1937; Bulletin of International News, XIV, 
69 ff., July 24, 1937; T. A. Bisson, “Origins of Sino-Japanese Hostilities,” 
Foreign Policy Reports, XIII, 291-300, March 1, 1938. 
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dent whenever and wherever it might occur.’ Within three 
days all the Japanese machinery for mobilizing the army 
and withdrawing nationals from China had been set in 
motion. The story of Mukden, it seemed, was about to be 
repeated. 
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AREA OF CONFLICT IN CHINA 
(Map reproduced from Foreign Affairs, October, 1937.) 


The invading army leaders insisted that they wished to 
“localize” the conflict and thus avoid a general war. Hence 
they opened negotiations with the Hopei-Chahar Political 
Council instead of with the national government at Nanking. 
A tedious series of demands, ultimatums, and truces fol- 


“Cf. Walter H. Mallory, “Japan Attacks, China Resists,” Foreign Affairs, 
XVI, 129-133, October, 1937. 
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lowed during the next two weeks, and the Japanese took ad- 
vantage of the prolonged negotiations to pour troops into 
North China from Manchuria and from the home barracks 
and to put their own country on a war basis. More funds 
were voted for the military service, and shipping and indus- 
try were mobilized for transporting and provisioning the 
soldiery. 

Late in July the negotiations with the local authorities 
broke down, and after some sharp fighting Japanese forces 
occupied Peiping on the 30th, renaming it Peking. War, 
however it might be disguised, had begun. Within a month 
after the Lukochiao incident, Japanese forces in North 
China had been enormously increased.** On August 9 there 
was another provocative incident, which brought Shanghai 
within the zone of conflict. A Japanese naval officer and a 
seaman were killed there by Chinese guards, who insisted 
that the two men had sought to force an entrance into the 
Chinese airport for the purpose of spying. This time it was 
the navy that had been flouted and that undertook to wipe 
out the insult. As at Peiping there were charges and counter- 
charges, demands and ultimatums. Within forty-eight hours 
fifteen Japanese warships joined five others already anchored 
off Shanghai. The Chinese meantime had concentrated a large 
force around the city, and the Japanese soon launched at- 
tacks by land, sea, and air.’® 

Once more, as in 1932, Shanghai, a city of more than 3,000- 
ooo people, became the scene of battle carnage. For three 
months its defenders offered stubborn resistance to the better 
equipped forces of Japan, and it was not until November 
12 that the last of them withdrew and left the invaders in 
undisputed possession of the city. The fighting took its toll 
of foreign lives. The Chinese aviators were notoriously bad 

* Cf. Bulletin of International News, XIV, 170, August 21, 1937. 

* Under the treaty following the close of hostilities at Shanghai in 1932 the 
area in which this fighting occurred had been designated as a neutral zone, 


but each side now claimed that the presence of troops of the other had ab- 
solved it from obligation to abide by the agreement. 
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marksmen, and in attempting to bomb Japanese warships 
they dropped their missiles on the International Settlement, 
killing over 800 of their own people and about forty foreign- 
ers, including three Americans.’ Chinese airmen also mis- 
took the United States cruiser Augusta and the British 
cruiser Cumberland for Japanese craft and on August 15 
attempted to bomb them. Only their bad aim prevented seri- 
ous consequences. Five days later the Augusta was acciden- 
tally struck by a shell or aerial bomb of unknown origin, 
and one sailor was killed and eighteen were injured. On 
August 30 the United States passenger vessel President 
Hoover, with several hundred refugees aboard, was bombed 
off the mouth of the Yangtze River by Chinese planes, which 
mistook this ship for a Japanese transport. One American 
was killed, and eight were injured. 


5. Safeguarding American Citizens 


These incidents supplied ample proof that Americans in 
China were in danger. The first concern, therefore, of the 
United States government and of all the other Occidental 
powers was to protect their nationals in the zone of conflict 
and to provide them with opportunities for safe withdrawal. 
At the outbreak of hostilities there were approximately 1,200 
United States troops stationed in North China'*—500 marines 
at Peiping and 700 infantrymen at Tientsin—and there were 
1,000 marines at Shanghai. These last had been reinforced 
with marines and bluejackets after the arrival of the Augusta. 
On August 17 the United States government announced that 
1,200 more marines would be sent from San Diego to 
Shanghai. 

In dispatching additional troops to the Far East the Ad- 
ministration in Washington was pursuing a course directly 
contrary to that urged and even demanded by various peace 


™ New York Times, August 14, 15, 1937. 

™ Under the so-called Boxer treaties the United States and other powers 
were authorized to maintain military detachments in the Peiping-Tientsin area 
for use in patrolling the railway line from the old Chinese capital to the sea. 
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organizations and by a number of Congressmen with isola- 
tionist leanings. Senator Lewis of Illinois repeatedly insisted 
that the United States troops in China be withdrawn.”® Rep- 
resentative Tinkham of Massachusetts called for a Con- 
gressional investigation to ascertain whether the retention of 
military forces in China was not due to a secret understanding 
with Great Britain.”® Representative Fish of New York de- 
nounced the sending of more marines to China and demanded 
that all troops and gunboats be removed.”* Several of the 
“munitions” Senators** joined in these clamors for the re- 
moval of both troops and civilians.” 

In commenting on this matter President Roosevelt told 
newspaper correspondents that there was no intention of 
withdrawing any of the troops or naval forces from China, 
but that the Americans in the country had been strongly 
urged to leave; that the navy had placed facilities at their 
disposal for doing so,** and that those who chose to remain 
after that warning would do so at their own risk.” This 
statement, made by the President during a week-end aboard 
the government yacht Potomac, was something of a shock 
to Americans in the Far East and evoked a flood of protests 
from them and from their relatives at home. The American 
Chambers of Commerce at Shanghai and at Tientsin cabled 
strong protests against any official pronouncement which 
could be interpreted as an abandonment of American in- 
terests in China.”® 

To allay misgivings, Secretary Hull hastened to give pub- 
lic assurances that the government would protect its nationals 
in China to the limit of its ability. Along with this protection, 


*® Congressional Record, Seventy-fifth Congress, First Session, 10237, 10540, 
10937. 

” Ibid., 10999. 

™ Ibid., 10442. 

* Cf. Chapter III. 

* Congressional Record, Seventy-fifth Congress, First Session, 11466. 

™ After the bombing of the President Hoover no further attempt had been 
made to evacuate Americans in passenger vessels. 

* New York Times, New York Herald Tribune, September 6, 1937. 

* Ibid., September 8, 11, 1937. 
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he said, the government would give warning to Americans 
to leave hazardous places and would provide facilities for 
their evacuation—but in doing this it was not shirking its 
responsibilities or deserting its citizens.7” The reluctance of 
some Americans to leave China at this time was understand- 
able. Having spent years in building up business and acquir- 
ing property, they naturally desired to remain in the country 
and look after their possessions and interests in a time of dis- 
turbance. Many of them seemed to regard the Japanese in- 
vasion as a greater menace to their economic future than to 
their present safety.?* 

There were slightly more than 10,000 Americans in China 
when hostilities began. Some 4,000 were at Shanghai and 
1,500 in the Peiping-Tientsin area. The rest were dispersed 
over a wide area. By September 25, 3,112 had been evacuated, 
and by October 29 the withdrawals had increased to 4,561. 
It was then estimated that there were still 5,802 Americans 
in the country, of whom 2,293 were in Shanghai.”? Many 
of the refugees went no farther away than Manila and re- 
turned to China when the fighting around Peiping, Tientsin, 
and Shanghai subsided and hostilities were shifted farther 
inland. 

In evacuating its nationals, the United States government 
was moved by two considerations: to protect its own citizens 
from danger, and to avoid becoming involved in the conflict 
through the loss of American lives. The movement of 
American merchant vessels in the zone of hostilities likewise 
made it possible for the United States to become involved. 
Under international law a blockade is an act of war, and a 
state of war had never been officially declared by either 
China or Japan. On August 25, however, Japan announced 
a blockade of about 800 miles of China’s coast from Shanghai 
southward, but limited it to Chinese shipping. Ten days later 

** New York Times, September 10, 1937. 


* Ibid., September 8, 1937. 
*® Department of State Press Releases, September 28, November 2, 1937. 
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the blockade was extended to the whole 2,000 miles of 
China’s coast. Japan formally reserved the right to stop mer- 
chant vessels of other nations but only in order to ascertain 
their identity.*° The Chinese authorities at once proclaimed 
their purpose, in view of Japan’s barring of their ports to 
their own shipping, “to take appropriate action” against her 
naval vessels along the Chinese coast, and they asked that 
merchant vessels of other powers avoid proximity to Japanese 
warships and transports and have their national colors 
painted conspicuously on their top decks. Both the State 
and the Navy Departments printed the news of the block- 
ade and of the Chinese request in their appropriate publica- 
tions, not as an official warning to American shipping to 
keep out of Chinese waters, but as information of impor- 
tance.** Similar notice had been given when American ships 
were likely to incur risks incident to the civil war in Spain. 
In evacuating its nationals and in cautioning ships of dan- 
gers the government was waiving none of its rights under 
the law of nations. Indeed, Japan herself was evacuating her 
nationals even as she landed troops in China by the tens of 
thousands. On September 5 Foreign Minister Hirota informed 
the Diet that 50,000 Japanese had been evacuated from 
China. 


6. The Problem of Neutrality 


The nearest approach to the surrender of any of the legal 
rights of a neutral came on September 14, when after con- 
ferring with Secretary Hull and Chairman Kennedy of the 
Maritime Commission, President Roosevelt announced that 
government-owned merchant vessels would not be permitted 
to transport arms, ammunition, or implements of war either 
to China or to Japan, and that ‘“‘any other merchant vessels, 
flying the American flag, which attempt to transport any of 


” New York Times, September 6, 1937. Japanese officials had charged that 
Chinese vessels were using the flags of other nations. 

™ Department of State Press Release and Navy Department, Daily Mem- 
orandum, September 10, 1937. 
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the listed articles to China or Japan will, until further notice, 
do so at their own risk.”’** In announcing this policy the 
President was acting within the spirit of the Neutrality Act 
without invoking the act itself. He declared that his policy 
in this regard was “on a twenty-four-hour basis.” 

There was a precedent for this resort to informal controls. 
Shortly after the outbreak of the Ethiopian war President 
Roosevelt warned citizens of the United States that if they 
traveled on ships of the belligerents or engaged in trans- 
actions of any character with either belligerent they would 
do so at their own risk. Steamship companies indebted to 
the government were also notified that the transportation of 
war materials to belligerents was against national policy.** 
These various warnings, amounting in some instances to de 
facto prohibitions, had not been envisaged by the original 
Neutrality Act as it stood on the statute books in 1935. The 
President, in fact, sought to supplement the provisions of 
that measure by means of moral suasion. In the Sino-Japa- 
nese dispute, however, the new act was adequate, but it was 
not invoked; instead the Administration sought to discour- 
age the arms traffic and thus obtain compliance with some 
of its more important provisions while avoiding the compli- 
cations likely to ensue from enforcing all of them. 

The Neutrality Act of 1937, like its predecessor of 1936, 
had been found defective on its first test.** Now that it was 
being tested again—this time in the Far East—there was 
more than one reason why the Administration refrained from 
applying it. In the first month of the conflict, while the 
dispute was confined to a few clashes in the Peiping-Tientsin 
area, the Administration hoped for an amicable settlement 
and did not wish to complicate matters by invoking the act.*® 
This view was elaborated in a formal statement on July 

** Department of State Press Release, September 14, 1937. 

“The United States in World Affairs, 1936, 18-20. 

* See above, Chapter III. 


"New York Herald Tribune, July 13, 1937; New York Times, July 22, 
24, 1937. 
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29 by Senator Pittman, Chairman of the Foreign Relations 
Committee, who was obviously speaking on behalf of the 
Administration. The Senator maintained that every armed 
conflict was not a state of war and cited in proof the recent 
“short conflict” between Germany and Loyalist Spain, 
when German warships bombarded Almeria.**® A state of 
war existed only when the conflict continued beyond im- 
mediate hope of peaceful adjustment. Continuing, he said: 


If today the President should declare a state of war to exist be- 
tween China and Japan, it would be his duty to place in effect as to 
both such governments all of the provisions of the Neutrality Act. 
If then an armistice is declared tomorrow or any subsequent date 
shortly thereafter, his decision that a state of war exists would be 
erroneous under the interpretation intended in our Neutrality Act. 
Certainly, the second the Neutrality Act is put in force and effect, the 
influence of the President in bringing about a cessation of hostilities 
in China would be greatly depreciated and his great power for the 
protection of our citizens impaired. If either government declares 
war, his discretion ends. Such a declaration, however, must be made 
by a government.37 


Several of Senator Pittman’s colleagues with isolationist 
inclinations endorsed his views.** In fact, there was sur- 
prisingly little popular demand at this time for an applica- 
tion of the law. Editorial comment was for the most part 
favorable to the Administration’s attitude and especially em- 
phasized the point that if the law were invoked China might 
be the chief sufferer. The Washington Post declared that 
the law would “weaken the structure of peace in the Far 
East by giving aid and comfort to the aggressor.’*® The 
New York Journal of Commerce stated that events in the 
Far East had shown that the measure had been adopted with 
only “the European situation in mind.’”*° The Chicago Daily 


* See above, Chapter II. 


* Congressional Record, Seventy-fifth Congress, First Session, 10165; New 
York Herald Tribune, July 30, 1937. 

* Congressional Record, Seventy-fifth Congress, First Session, 10237. 

* Washington Post, July 30, 1937. 

“ Journal of Commerce (New York), August 27, 1937. 
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News asked, ““Why not repeal the act and henceforth keep 
a free hand?’ 

These were organs of Right Wing opinion. Opinion of 
the Left Wing, which in many instances had been critical 
of the extension of the Neutrality Act to the civil war in 
Spain, was much divided on the question of extending it to 
the Far East. Considerations of possible aid to the aggressor 
were weighed against considerations of peace through isola- 
tion. Thus the New Republic reached the conclusion that, 
“Our national business will be to keep from being involved. 
That is the purpose of the law. It should therefore be 
promptly invoked and enforced.’’*? On the other hand the 
Nation, another spokesman for the Left, in its issue of the 
same week, advocated a repeal of the act, but admitted that 
the chances for this were slight and concluded that ‘‘a much 
easier course would be to ignore the law as long as possible, 
for if the act were invoked the United States would become 
a partner in the rape of China.” 

It was not until Japan shifted her major military effort to 
Shanghai and non-combatants began to be slaughtered in 
appalling numbers that any appreciable support was mus- 
tered in the United States for the application of the Neu- 
trality Act. When American ships were hit by bombs and 
American lives were lost on land and sea the conflict was 
brought much nearer home. Furthermore, the new situation 
took the edge off some of the arguments against a resort 
to the Neutrality Act which had recently been put forward 
by spokesmen for the Administration. They could hardly 
maintain that the dispute had not become sufficiently serious 
to warrant considering such action; nor, when there was 
such terrific fighting by land, sea, and air at Shanghai, could 
they still claim that this action would be premature and 
would impair the prospect of a peaceable settlement. 

“ Chicago Daily News, August 19, 1937. 


“ New Republic, XCII, 5, August 11, 1937. 
“ Nation, CXLV, 145, August 7, 1937. 
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As the conflict spread, the demand in Congress for action 
became more insistent. For example, Representative O’ Malley 
of Wisconsin asserted that “in spite of the pratings of in- 
ternational diplomats and legalistic hair-splitters, China and 
Japan are at war, with every indication that the struggle will 
be a long one and may easily involve other nations; yet 
no application of our widely advertised neutrality and arms 
embargo law has been made.’’** Representative Eicher of 
Iowa called upon the President to invoke the law and “stop 
feeding the war which means destruction of thousands of 
lives in the Orient and the danger of war to all the world.” 
Senator Nye of North Dakota, who had conducted the 
munitions investigation in 1935-36, argued in a radio inter- 
view that delay in applying the law might make it appear 
that “the government is attempting to weight the scales” in 
favor of one of the belligerents. The question whether the 
law would operate to the greater disadvantage of one side 
or the other he dismissed as wholly irrelevant; its sole pur- 
pose “‘was to keep this country out of war.’’*® 

Mr. Nye also joined two other “munitions” Senators, 
Messrs. Clark and Pope, in a statement to the country in 
which they insisted that even though the law might give 
Japan an advantage over China, this would not warrant any 
hesitancy in applying it, since Japan was able to blockade 
China, anyway.*? In the House of Representatives twenty- 
four members issued a joint demand that Congress remain in 
session long enough to take “every possible action to protect 
this country against becoming involved in the Far Eastern 
war.’’** 


This sudden spurt of anti-war activity on Capitol Hill oc- 


“ Congressional Record, Seventy-fifth Congress, First Session, 10340. 

* Ibid., 12045. 

“ Ibid., Seventy-fifth Congress, First Session, 12371. 

“ New York Times, August 18, 1937. The three Senators may have over- 
looked the fact that Japan could not impose a general blockade applying to 
neutral ships without producing a state of war and thereby making it in- 
cumbent upon the President to invoke the Neutrality Act. 

“ Ibid., August 20, 1937. 
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curred in the midst of a sultry Washington summer and after 
Congress had been engaged for seven months in strenuous 
debate over “court-packing” and other highly controversial 
matters. There was a reason. The members were being 
subjected to organized pressure. Peace societies and other 
groups were passing resolutions, publishing open letters to 
the President, and telegraphing Senators and Representatives 
that the Neutrality Act must be put to work. Meanwhile, 
each day’s news from China supplied new talking points for 
those who believed that something should be done at once.“ 

Indeed, the situation required a restatement of the Ad- 
ministration’s policy, and pronouncements came from two of 
its spokesmen on August 23. Senator Pittman again “went 
on the air” and explained why the Neutrality Act had been 
allowed to remain in a state of suspense. He emphasized the 
fact that neither China nor Japan had yet declared war, and 
that the declaration of a state of war by the United States 
government would endanger the friendly relations which 
it needed to maintain with these countries in order to protect 
the lives of its citizens in the danger zones and facilitate 
their expeditious evacuation. He characterized the outcry 
for the withdrawal of military and naval forces from the 
Far East as “cowardly and unpatriotic” and as “reflecting 
upon the dignity and glory of our country.’ 

Secretary Hull issued a statement on the same day which 
did not once mention the Neutrality Act, and the omission 
was consequently interpreted as an indication that the Ad- 
ministration had no immediate intention of invoking it. The 
importance of his pronouncement lay in the fact that it was 
the first official declaration since the outbreak of the con- 
flict that the interest of the United States went beyond the 
protection of American lives and property in the danger 
zones. ‘““We have been participating constantly in consulta- 
tion with interested governments directed towards peaceful 


“ New York Times, August 20, 23, 30, 1937. 
™ Ibid., August 24, 1937. 
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adjustment,” he said, adding that “this government does 
not believe in political alliances or entanglements, nor does 
it believe in extreme isolation,” but that it was giving “‘solicit- 
ous attention” to “‘the policy of peace, in which this country 
believes and to which it is committed.’’™ 

On the day following Secretary Hull’s statement Presi- 
dent Roosevelt told the Washington newspaper correspond- 
ents that it had been submitted to him in advance of publi- 
cation and that he had written “O.K. I heartily approve” 
on the original copy.® The British Foreign Office appeared to 
support Mr. Hull by issuing a communiqué expressing its 
satisfaction with the collaboration which had been main- 
tained with other governments, “especially the American 
and French,” during the Far Eastern crisis.** In Washington 
the Chinese Ambassador, Dr. Wang, stated that his country 
desired a solution by pacific means, as urged by Mr. Hull. 
But in Tokyo Premier Konoye was reported as saying that 
Japan had no intention of resorting to a diplomatic means 
of settlement but was resolved to prosecute ‘‘a comprehensive 
punitive campaign against the Chinese,” and that “Japan 
does not attach much importance to these proposals from 
foreign powers.’’™* 

Two days after Mr. Hull’s statement Tokyo proclaimed 
the blockade of Chinese shipping already described, and 
although the government gave assurances that foreign ves- 
sels would not be seized, the spokesman for the Japanese 
naval commander at Shanghai revealed once more the lack 
of codrdination between the Cabinet and the war leaders 
and at the same time raised doubts in neutral countries by 
his references to the right of his ships to take possession of 
goods in foreign vessels which in time of war would be 
contraband. Resort to such action would make it difficult for 
Washington to avoid recognizing a state of war. And once 


™ Department of State Press Release, August 23, 1937. 
™ New York Times, August 25, 1937. 

= Ibid., August 26, 1937. 

™ New York Herald Tribune, August 27, 1937. 
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a state of war was declared, the United States could not 
protest against a complete blockade of Chinese ports. 

The Administration desired as little interference as pos- 
sible with the normal flow of trade to and from the Far 
East. Munitions constituted only a small fraction of this 
trade, and to prevent their shipment by recognizing a state 
of war and applying the Neutrality Act would almost cer- 
tainly be followed by the publication in both countries of 
long lists of contraband, including almost every important 
article of commerce. Under the act as generally interpreted, 
all contraband could be excluded from the cargoes of 
American ships.” 

A way to lessen the danger of becoming involved and at 
the same time to avoid the other difficulties inherent in the 
neutrality legislation was found in the decision, already cited, 
to ban the shipment of arms, ammunition, and implements 
of war in government-owned vessels and to withhold assur- 
ance of government protection from privately-owned vessels 
carrying such cargoes. This decision did not appease the iso- 
lationists. Representative Fish called it a “half-baked, milk- 
and-water policy.” A writer in Amerasia, urging applica- 
tion of the neutrality law, described the effort to steer a 
middle course as a “policy of make-believe,” which was 
“nourished on the flimsy hope that the conflict will soon 
be over.’°*® The Japanese government was naturally pleased 
with the action at Washington; being self-sufficient in muni- 
tions, it had nothing to lose from the restrictions. But Dr. 
Wang, the Chinese Ambassador to the United States, declared 
that the attitude of his government was one of “deep dis- 
appointment.” 

From late September until the end of 1937 there was no 
further significant development either of government policy 


See below, Chapter III. 

™ Amerasia, 1, 340, October, 1930. 

™ New York Times, September 17, 18; New York Herald Tribune, Septem- 
ber 18, 1937. 
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or of public opinion with respect to the application of the 
Neutrality Act to the Far Eastern conflict. Had public opinion 
been clearer as to the course which the United States should 
pursue in difficult circumstances never envisaged when the 
act was passed, the President and the Secretary of State 
might well have followed that direction. Or had the Japanese 
government declared war on China—indeed, had China, for 
some perverse reason, declared war on Japan—Washington 
could hardly have escaped having its hands forced into in- 
voking the act. But none of these governing factors came 
into play. Instead, the Administration kept itself free of legal 
compulsions, and addressed itself to the Far Eastern problem 
according to its best lights as circumstances suggested, going 
along with the League in expressing moral condemnation, ac- 
companying Great Britain and France in parallel protests, 
uniting with the signatories of the Nine Power Treaty in 
trying to compose the dispute by conference, and finally, 
when its own interests were directly attacked late in the year, 
taking a strong, independent line with the Japanese govern- 
ment. Through shoals like these the policy of the United 
States was steered with skill and with integrity; and so well 
was the tiller handled that many of the political critics of the 
Administration and many of those who held to the isolation- 
ist creed had nothing but admiration for the work done. It is 
desirable to tell this story in some detail. 
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CHAPTER TEN 


AMERICAN ACTION IN THE FAR EAST 


IN SAFEGUARDING the general and specific interests of the 
United States as they were affected by the Sino-Japanese con- 
flict, the Department of State under Mr. Hull’s direction 
followed, in the main, the course of policy laid down by his 
predecessor, Mr. Stimson. Moreover, being in a position to 
profit by Mr. Stimson’s experience," Mr. Hull avoided meas- 
ures which could succeed only with the whole-hearted co- 
operation of other governments. In point of fact, joint action 
with reference to the Far East meant joint action with Great 
Britain. But British collaboration had been withheld during 
the crisis in the Far East in 1931-32, and there was even 
less reason to expect it in 1937, when Great Britain was con- 
fronted with serious problems near at home. For this reason, 
and because of the growth of American isolationist senti- 
ment, Washington moved more circumspectly than it did 
during the Manchurian affair five years before, but there was 
no retreat from the fundamental position taken at that time 
and no tendency to make concessions to the aggressor. 


1. The Weakness of Collective Agencies 


There was, of course, a new situation resulting from the 
weakening of the League of Nations and the growing disre- 
gard of treaty obligations by autocratic governments, and 
this had to be taken into account. International action, too, 
followed a more cautious course after the Lukochiao inci- 
dent than it pursued in the Manchurian affair. The Mukden 
episode on the night of September 18, 1931, had been 


*Cf. Henry L. Stimson, The Far Eastern Crisis, 161-164. 
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rushed to the attention of the League Council on the after- 
noon of the 19th, only a few hours after the event; and two 
days later China laid before the League a formal complaint 
against Japan.” But in July, 1937, the prestige of Geneva was 
low. Japan was no longer a member and she had recently 
joined Germany, another ex-member, in a new agreement 
which seemed to point to a united front of the treaty-breaking 
nations against principles which the League had been created 
to promote and preserve. 

Japan, however, was vulnerable on counts other than that 
of violating the Covenant. As a signatory of the Pact of 
Paris she had renounced war as an instrument of national 
policy. Yet even here, although she was conducting offensive 
military operations, she could advance the technical argu- 
ment that she was not violating the pact, since neither she 
nor China had formally declared war. So with the Nine Power 
Treaty of 1922. Japan had agreed in this instrument not only 
to respect the political sovereignty and the territorial in- 
tegrity of China, but also not to take advantage of cir- 
cumstances as a means of obtaining special privileges in that 
country. The treaty had been carefully worded to prevent 
any power from doing what Japan now seemed about to do in 
North China and what she had already done in Manchuria 
and Jehol. But both in the Manchurian affair and in the 
present dispute she insisted that her hands were clean be- 
cause she was not literally annexing any Chinese territory. 
The creation of puppet states, ostensibly autonomous but 
actually ruled by the army’s general staff at Tokyo, was put 
forward without a smile as not inconsistent with treaty 
obligations. 

So long as war was not formally declared and hostilities 
were confined to sporadic incidents around Peiping and 
Tientsin, the United States and the other democratic powers 
entertained the hope of a peaceful solution. Yet the Ameri- 
can government did not content itself with wishful think- 


*Cf. The United States in World Affairs, 1931, 250. 
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ing. Shortly after news of the outbreak reached Washington 
Mr. Hull notified the Chinese and Japanese Ambassadors that 
his government would regard a resort to armed conflict as “a 
great blow to the cause of peace and world progress.”* On 
July 13 he told a press conference that while his department 
usually dealt separately and independently with foreign 
governments there might be some flexibility in the case of 


problems of common interest to the United States and other 
powers.* 


2. A Plea for Civilized Behavior 


Although moving with care, Mr. Hull was not averse to 
letting the world know just where the United States stood 
with regard to the issues at stake. On July 16, while the 
dispute was still but a few days old and before hostilities 
had attained major dimensions, he issued a general state- 
ment which, though it mentioned neither of the combatants 
by name, was clearly intended to warn Japan against flout- 
ing world opinion by new acts of aggression. Mr. Hull listed 
the canons of international conduct which, said he, his 
“country constantly and consistently advocates.”"° There was 
nothing original in the enumeration. Indeed, nothing of the 
sort was intended. It was, nevertheless, a reiteration of old- 
fashioned and incontrovertible moral principles—an adapta- 
tion, as it were, of the Decalogue to the conduct of nations. 

National and international self-restraint; avoidance of 
force as an instrument of policy; non-intervention in the af- 
fairs of other countries; due regard for the sanctity of trea- 
ties, and their modification, when need arises, “in a spirit 
of mutual helpfulness and accommodation;” the revitaliz- 
ing and strengthening of international law; the removal of 
excessive barriers to trade; equality of treatment in com- 
mercial relations; the limitation and reduction of armament 

*Department of State Press Release, July 12, 1937. 


“New York Times, July 14, 1937. 
® For text, cf. Appendix I. 
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—these fundamentals of decency in relations among states 
were summed up in a brief state paper which was forwarded 
to every government in the world. There was nothing in 
these maxims to which any nation could take exception 
without condemning itself. Only the timing of the document 
revealed its purpose. Appearing in mid-July, it was mani- 
festly aimed at Japan, even though the opening sentence 
made passing reference to “disturbed situations in various 
parts of the world.” Thus the United States government, so 
often described as wholly self-centered, sought, as the 
League of Nations might have done, to marshal the opinion 
of the law-abiding nations against lawbreakers. 

Within a month sixty-odd nations had responded. For the 
most part their answers were courteous avowals of complete 
accord with the objectives set forth in the note.* The Euro- 
pean dictators subscribed as readily as the democracies. So 
did Japan, but she added an implied reservation when she 
stated that the objectives would “only be attained, in their 
application to the Far Eastern situation, by a full recognition 
and practical consideration of the actual particular circum- 
stances of that region.’ Thus did Japan betray her suspicion 
that Mr. Hull’s recapitulation was directed at herself, and 
thus, in fact, did she explain herself to justify her action. 

In certain quarters the note was treated as a mere catalogue 
of the obvious. This was not so; for interwoven with its 
pronouncements of broad ethical principles were certain 
more definite declarations of policy. It was made clear, for 
example, that the United States looked with favor on treaty 
revision and on the widening of access to markets. On the 
other hand, it could be inferred that while the United States 
was sympathetic toward an all-round reduction of armaments, 


* Department of State Press Releases, August 8, 15, 18, 24, 28; September 
16, 1937. As a rule, the length of the replies varied inversely with the coun- 
try's influence in international relations. Great Britain and Germany needed 
less than 100 words, while Costa Rica required 1,800, and Portugal used 2,500 
words in a vigorous dissent from the attempted solution of grave problems 
by “vague formulae.” 

"Department of State Press Release, August 15, 1937. 
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she was prepared to increase hers in the same proportion 
that other nations increased theirs. 


3. China Appeals to the Powers 


On the day on which Mr. Hull sent out his statement 
China addressed an appeal to the signatories of the Nine 
Power Treaty, presenting her version of the Lukochiao in- 
cident, denouncing Japan’s early effort to “localize” the 
trouble around Peiping as a subterfuge for thwarting Chinese 
unity, and asserting that the invasion of North China was a 
violation of this treaty and of other solemn pledges in which 
Japan had joined.* The fact that China’s first appeal for 
outside help was made not to the League but to the small 
group of nations adhering to one of the treaties signed in 
Washington in 1922, did not mean that she had abandoned 
the idea of presenting her case also at Geneva. It was true 
that China had gone to the League before and had obtained 
no real redress. But at mid-July in 1937 Japan had not yet 
launched her big drive. She professed to be still seeking a 
peaceful settlement. Under these conditions very little could 
be accomplished at Geneva, especially with Japan absent 
and with no assurance that the United States would attend, 
even as an observer. As a first step China sought the con- 
sultation of powers in sympathy with her cause, and an in- 
vocation of the Nine Power Treaty appeared to be the most 
promising procedure. For the signatories were committed to 
“full and frank communication” with one another in the 
event that any one of them believed that there had been an 
infringement of the stipulations concerning China’s inde- 
pendence and territorial integrity. Surely this much had hap- 
pened, war or no war. Furthermore, the United States could 
hardly refuse to join in these particular consultations. 

As a matter of fact, the three leading powers signatory to 
the treaty—the United States, Great Britain, and France— 
were already exchanging views, and near the end of July, 


* Text in New York Times, July 17, 1937. 
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when the situation in China took a sudden turn for the 
worse, they made separate but nearly simultaneous appeals 
to both disputants to discontinue hostilities. At a press con- 
ference on July 27 Mr. Hull stated that he was in almost 
daily contact with the Chinese and Japanese Ambassadors and 
was doing whatever he could to preserve peace. He added, 
however, that there was not enough information at hand to 
warrant the discussion of procedure under the Nine Power 
Treaty or the Pact of Paris.° On the same day Mr. Eden, 
the British Foreign Minister, told the House of Commons 
that on Far Eastern questions he was ‘maintaining constant 
touch with the other governments concerned, particularly 
the United States government.””° 

During the second week in August the dispute took a still 
more serious turn when the Japanese navy supplemented the 
operations of the army in North China by staging a demon- 
stration in force at Shanghai. Washington now appealed to 
the belligerents, both on its own motion and simultaneously 
with other governments, including Germany and Italy, urging 
that Shanghai be excluded from the zone of military opera- 
tions.’ All such appeals were unavailing. The most that 
could be obtained from Japan was a perfunctory assurance 
that foreign property in the city would be respected. 


4. Terror from the Air 


Whether the Japanese were correct in their contention that 
the early stages of the conflict could not be described as war 
is Open to question. From September 19 on, however, they 
were right. It was not war; it was mass murder. On that date 
Admiral Hasegawa, the Japanese naval commander at Shang- 
hai, informed the consular officials in that city that since 
Nanking was the principal base for Chinese military opera- 


* New York Times, July 28, 1937. 

* Parliamentary Debates, House of Commons, CCCXXVI, 2877, July 27, 
1937. 

™ New York Times, August 14, 15, 1937; Bulletin of International News, 
XIV, 172, August 21, 1937. 
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tions, the air forces of Japan might launch attacks against it 
at any time after the noon of September 21. In the meantime, 
said he, it would be advisable for foreign officials and resi- 
dents to move some miles up the Yangtze River “into areas 
of greater safety.”’? This communication brought renewed 
protests from the leading powers. Through Ambassador Grew 
at Tokyo and in conversations with Ambassador Saito in 
Washington the United States government made vigorous 
representations against the threatened air raids. Mr. Hull sent 
Mr. Hirota about as sharp a note as one government would 
address to another with which it maintained friendly rela- 
tions. Portions of it will indicate the reaction in Washington 
to the new developments. 


This government holds the view that any general bombing of an 
extensive area wherein there resides a large populace engaged in 
peaceful pursuits is unwarranted and contrary to principles of law 
and humanity... . 

In view of the fact that Nanking is the seat of government in 
China and that there the American Ambassador and other agencies 
of the American government carry on their essential functions, the 
American government strongly objects to the creation of a situation 
in consequence of which the American Ambassador and other agen- 
cies of this government are confronted with the alternative of aban- 
doning their establishments or being exposed to grave hazards. . . . 

The American government, therefore, reserving all rights on its 
own behalf and on behalf of American nationals in respect to dam- 
ages which might result from Japanese military operations in the 
Nanking area, expresses the earnest hope that further bombing in 
and around the city of Nanking will be avoided.1% 


On September 19, two days before the expiration of the 
time limit for the withdrawal of foreign residents, Japanese 
naval airplanes made two raids on Nanking. Mr. Hull's note 
was delivered to the Tokyo government on the 22nd. On the 


™ Department of State Press Release, September 22, 1937. 

** Ibid., The reference to claims for damages was perhaps intended as a re- 
joinder to Japan’s statement on August 31 that she was on the defensive and 
was therefore not responsible for damages to property as a result of hostilities, 
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same day Nanking was again bombed twice. On the 25th 
it was bombed four times, and on the 28th it was bombed 
once more. The raids were extended to other cities. On Sep- 
tember 23, 24, and 25 Canton was the victim of successive 
attacks which were reported to have resulted in 2,000 casu- 
alties. During the same week Hankow and other inland cities 
were raided from the air, and 1,000 persons were reported 
as killed or wounded. 

Protests poured on Japan from Great Britain and France, 
and representations were made by Germany and Italy. Soviet 
Russia served notice on Tokyo that Japan would be held re- 
sponsible for any damages to the Russian Embassy in Nan- 
king. On September 28 the League Assembly unanimously 
adopted a resolution expressing its “profound distress at the 
loss of life caused to innocent civilians, including great 
numbers of women and children, as a result of such bombard- 
ments,” and declared that “‘no excuse can be made for such 
acts, which have aroused horror and indignation throughout 
the world.’’"* 

Although the air attacks on Nanking were described by eye- 
witnesses as “terrific,” no American lives were lost. For a 
short time the United States Ambassador and members of his 
staff took up quarters on board the American gunboat Luzon, 
both as a measure of safety and in order to avoid involving 
their government in deeper controversy. Meanwhile, Mr. 
Hirota, replying informally to the protests from the United 
States and Great Britain, said that the warnings given by 
Admiral Hasegawa had been intended only to insure the 
safety of foreigners, and that there would be no attacks on 
non-combatants. But even as he spoke Japanese airplanes 
were carrying on their devastating work and killing and 
maiming non-combatants by hundreds and thousands. Ap- 
parently the General Staff of the Japanese army had not 
taken the trouble to advise the Foreign Office of its inten- 
tions! 


League of Nations, Official Journal, Special Supplement No. 177. 
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On September 29 Mr. Hirota made a formal reply to the 
protest submitted by the United States government. By this 
time he had succeeded in approximating his policy to that of 
the General Staff, and his note had a tone of military brusque- 
ness not common in diplomatic correspondence. He defended 
the bombing of Nanking as “a necessary and unavoidable 
measure for the attainment of military objectives of the 
Japanese forces.” The rights and interests of “third coun- 
tries” and the lives and property of their nationals would be 
respected ‘‘as far as possible,” but injuries might be unavoid- 
able in spite of all precautions. Furthermore, there would 
be no change in the previously announced policy of his gov- 
ernment to recognize no responsibility for injuries to Ameri- 
cans as a result of hostilities..° There was not a grain of 
satisfaction for the United States government in the Japanese 
reply. The bombings continued, but as a matter of fact the 
Japanese air forces began to be more careful and to confine 
their attacks mainly to military positions. The protests from 
the United States and other powers may have caused this 
change, or the military leaders may have discovered that in- 
discriminate bombings were defeating their purpose by 
arousing the Chinese to more determined efforts. 


5. China Appeals to the League 


In the meantime China, outclassed by Japan in military 
skill and equipment, had not neglected diplomacy as a means 
of defense. On August 21 she concluded a Pact of Non- 
Aggression with Soviet Russia, the only nation from which 
she could even dream of obtaining direct assistance. The 
agreement did not commit Russia to come to the help of 
China; it only stipulated that each party had renounced 
war as an instrument of national policy and would not aid 
any aggressor in attacking the other. Beyond indicating a 
certain degree of sympathy for China on the part of the 
Soviet authorities, the treaty was of little importance. Its chief 


* Department of State Press Release, September 30, 1937. 
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significance lay in its revelation of a new Chinese unity in 
the presence of danger from Japan. Twelve months earlier, 
when the national government was waging war against 
Chinese Communists, no agreement of this kind between 
Moscow and Nanking would have been possible.*® 

Having invoked the Nine Power Treaty and negotiated a 
new pact with the Soviet Union, China had one remaining 
diplomatic recourse, and that likewise not a promising one. 
Nevertheless, on September 12 she formally appealed to the 
Council of the League of Nations under Articles 10, 11 and 
17 of the Covenant.’ The appeal was referred to the Far- 
East Advisory Committee, which had been set up in 1933 
at the time of the adoption of the Lytton Report. At that time 
the United States had been invited to name a representative 
on the committee and she had complied, but had accepted 
only non-voting participation.*® 

The committee had held no meetings since 1934. It was 
now reconstituted, and the United States government was 
asked to resume its part in the proceedings. On September 
20 the Department of State announced its acceptance of the 
invitation and designated Mr. Leland Harrison, the United 
States Minister to Switzerland, as its representative. It stipu- 
lated, as before, that he would not vote, but would only sup- 
ply an “informative contact.” The Secretary General of the 
League was further informed that the United States govern- 
ment could not “take upon itself those responsibilities which 
devolve from the fact of their membership upon members 
of the League,” but that it would be prepared “to give care- 
ful consideration to definite proposals which the League may 
address to it.’ And so, after a lapse of about four years, 
the United States resumed collaboration in an effort to halt 
the continuing conflict in the Far East. 


* New York Times, August 30, 1937; Bulletin of International News, XIV, 
217, September 4, 1937. 

™ League of Nations, Official Journal, Special Supplement No. 177. 

* Cf. The United States in World Affairs, 1933, 302. 

* Department of State Press Release, September 21, 1937. 
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At an early point in the deliberations of the Assembly 
Mr. Stanley Bruce, head of the Australian delegation, pointed 
out that past experience had shown the impossibility of suc- 
cessful action by the League when it did not include some of 
the world’s greatest states. He suggested that the League 
should undertake to assemble the powers most concerned 
with Far Eastern affairs, whether members of the League or 
not, and try through their joint action to devise a mode of 
settlement.” This proposal received little attention at first, 
but it contained the basic principle upon which the League 
finally acted. 


6. Geneva and Chicago 


The Far-East Advisory Committee, with the United States 
delegate on the side-lines, acted more promptly and took a 
firmer stand than had been generally expected. On October 5 
it adopted two reports and laid them before the League As- 
sembly. The first of these reviewed the course of the conflict 
since the outbreak in July, 1937, gave both the Chinese and 
the Japanese versions of the Lukochiao and Shanghai inci- 
dents, summed up the rights and obligations of both parties 
under the various treaties, and then stated that while China 
and Japan entertained different views as to the origin of the 
dispute the committee was bound to conclude: (1) that “the 
military operations carried on by Japan against China by 
land, sea, and air are out of all proportion to the incident 
that occasioned the conflict”; (2) that they could be justified 
“neither on the basis of existing legal instruments nor on that 
of the right of self-defense”; and (3) that they were “in 
contravention of Japan’s obligations” under the Nine Power 
Treaty and the Pact of Paris." 

In its second report the committee undertook to show what 
collective action would be most effectual in safeguarding 
peace. It was confronted with the concrete fact that Japan 


™ New York Herald Tribune, New York Times, September 22, 1937. 
™ League of Nations, Official Journal, Special Supplement No. 177, pp. 
37-42. 











218 THE UNITED STATES IN WORLD AFFAIRS 


was no longer a member of the League and had declined to 
codperate with the League in political matters. It acted, there- 
fore, somewhat along the line suggested by Mr. Bruce of 
Australia and decided to bring together the states most inter- 
ested in the Far East and in this way “to seek a method of 
putting an end to the conflict by agreement.’ The best and 
quickest means of carrying out this plan was to call the sig- 
natories of the Nine Power Treaty into consultation, as that 
instrument prescribed. As the treaty contained no provision 
establishing the procedure to be followed, it was proposed 
that the Assembly request those members of the League who 
were signatories to initiate consultations and to invite other 
interested states to associate with them in their work. 

On the following day (October 6), with Poland and Siam, 
each a near neighbor of an authoritarian power, significantly 
abstaining, but with no negative votes, the Assembly adopted 
the reports and the proposals of the committee. In doing so 
it advocated moral support for China. Furthermore, it spe- 
cifically recommended that members of the League refrain 
from any action which might weaken China’s power of re- 
sistance and that they “consider how far they can individually 
extend aid.” 

One explanation for the vigor and promptness with which 
a supposedly moribund League acted in such a delicate situa- 
tion may be found in certain events which were taking place 
at that very moment in the United States. On October 5, the 
day on which the Advisory Committee submitted its recom- 
mendations, President Roosevelt delivered an address in Chi- 
cago, in the course of which he declared: 


The peace-loving nations must make a concerted effort in opposi- 
tion to those violations of treaties and those ignorings of humane 
instincts which today are creating a state of international anarchy 
and instability from which there is no escape through mere isolation 
or neutrality.?% 


™ League of Nations, Official Journal, Special Supplement No. 177, pp. 


43-44. 
™ For full text, cf. Appendix VII (4). 














AMERICAN ACTION IN THE FAR EAST 219 


News of the President’s speech reached Geneva, London, 
and other political centers several hours before its delivery. 
It was not on the basis of this information, however, that the 
Advisory Committee drafted its reports, as was stated in some 
press dispatches on the following day. The reports were 
drawn up with extreme care and with considerable skill by a 
subcommittee which had been laboring constantly on them 
for many days before they were in shape for presentation to 
the whole committee. But it was evident that they were 
drafted with a view to the situation in the United States. 
Throughout the documents the word ‘war’ was carefully 
avoided, lest the League’s recognition of a state of war 
might be used by American isolationists as one more argu- 
ment for applying the Neutrality Act. The President's speech 
may well have encouraged the Advisory Committee to carry 
its proposals promptly before the Assembly. So, too, it may 
have stimulated that body to accept them at once; but it was 
by no means the whole impetus behind the League’s action. 

The effects of this address were not restricted to Geneva. 
President Roosevelt's words were carefully studied in every 
leading capital of the world. Especially important were those 
passages in which he appeared to be returning to the codpera- 
tive anti-war policy pursued by his predecessor when Japan 
was waging its other undeclared war in 1931-32. 


There is a solidarity and interdependence about the modern world, 
both technically and morally, which makes it impossible for any nation 
completely to isolate itself from economic and political upheavals in 
the rest of the world, especially when such upheavals appear to be 
spreading and not declining. 


There was no comfort for the isolationists in that. Nor in 
this either: 


When an epidemic of physical disease starts to spread, the com- 
munity approves and joins in a quarantine of the patients in order 
to protect the health of the community against the spread of 
disease. . . . 

War is a contagion, whether it be declared or undeclared. It can 
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engulf states and peoples remote from the original scene of hostilities. 
We are determined to keep out of war, yet we cannot insure our- 
selves against the disastrous effects of war and the dangers of in- 
volvement... . 


The word “quarantine” caught the public imagination and 
evoked both hope and fear. The internationally-minded hoped 
that it meant a reéstablishment of the agencies of collective 
security on a firmer foundation. Pacifists and isolationists 
feared that it meant “involvement” and the sacrifice of peace 
in order to punish the aggressor. 

Like Mr. Hull’s statement of July 16,* the President’s 
speech made no direct mention of Japan. His references to 
undeclared war and the murder of civilians by aerial bombs 
aptly described conditions in Spain as well as in China, but 
once again it was the timing of the statement which left no 
doubt as to the country at which it was directed. In any case, 
Mr. Hull proceeded to clear up all possible doubts the next 
day. Without mincing words he said: 


In the light of the unfolding developments in the Far East the 
government of the United States has been forced to the conclusion 
that the action of Japan in China is inconsistent with the principles 
which should govern the relationships between nations, and is con- 
trary to the provisions of the Nine Power Treaty of February 6, 
1922, regarding principles and policies to be followed in matters 
concerning China and to those of the Kellogg-Briand Pact of August 
27, 1928. Thus the conclusions of this government with respect to 
the foregoing are in general accord with those of the Assembly of 
the League of Nations.*5 


October 6, 1937, therefore, was a red-letter day for those 
who still looked to Geneva for light and leading, since the 
League Assembly and the United States, acting independently 
but along parallel lines, were at one in naming the aggressor 
and in invoking two instruments of collective security. Unfor- 
tunately, however, there was more in the air than interna- 
tional pronouncements. On this same day Nanking was 


™ See above p. 209. 
*™ Cf. Appendix VII (4). 
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raided three times by Japanese aircraft; a section of Shanghai 
was bombed, with about a hundred casualties among the 
refugees herded there; and the railway line to Hankow was 
badly damaged by aerial attack. And as if to indicate the 
whole-hearted codperation of the land establishment, sixteen 
Chinese were executed in Peking for cutting military tele- 
phone wires and a dozen Japanese transports landed more 
troops before Shanghai. 


7. Whither America? 


Mr. Roosevelt’s Chicago speech evoked a flood of com- 
ment both at home and abroad. It was evident, however, that 
the speech itself solved no problems; it actually raised more 
questions than it answered. Was the President announcing a 
volte-face on the part of the government and the adoption 
of a concrete policy of concerted action? Or was he merely 
giving vent to the prevalent sense of outrage among the 
American people against the war-makers of Europe and the 
Far East? Accepting the first of these interpretations, the 
Washington Post, usually critical of Administration policies, 
believed that the speech, coming at the psychological mo- 
ment, might “well foreshadow a turning-point in world his- 
tory.”?° Dorothy Thompson in one of her syndicated articles 
likewise regarded the new declaration of foreign policy as 
having “an importance which can hardly be overrated,” 
while Arthur Krock in the New York Times observed more 
realistically that the Department of State had not been ad- 
vised of any specific plan for implementing the speech with 
action.?* Overseas, the London Times summed up its views by 
saying that “Mr. Roosevelt was defining an attitude and not 
a program,” but at the same time it voiced its deep satisfac- 
tion with the attitude.” 

In other foreign countries this pronouncement met with 


* Washington Post, October 6, 1937. 
™ New York Herald Tribune, October 8, 1937. 
*® New York Times, October 6, 1937. 
* Times (London), October 6, 1937. 
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the reception that might have been expected. It was wel- 
comed in France, in Moscow, and in China. It was criticized 
in Japan and to a moderate degree in Germany. The Loyalist 
government in Spain printed a translation and distributed it 
on the fighting fronts to encourage the troops. Italian news- 
papers practically ignored it. Several Latin American news- 
papers applauded its denunciation of aggression.*® In a 
leading article entitled ‘The American Gesture,” the Frank- 
furter Zeitung emphasized the inconsistency of the United 
States in declining to invoke the Neutrality Act because there 
was no state of war, while at the same time denouncing Japan 
for a violation of the Pact of Paris. The only way in which 
Japan could violate the pact, it said, was by resorting to war, 
and it suspected that behind the political scenery in Washing- 
ton the leaders were doing a bit of dancing on eggs.™ 

It was never made clear whether Mr. Roosevelt intended to 
equip his words with hands and feet, or not. The popular 
reaction to his address, however, showed that while his de- 
nunciations had pleased most people, those who favored posi- 
tive action were a minority. Congress was not then in session, 
but a telegraphic poll of members by the Philadelphia In- 
quirer revealed a majority of more than two to one against 
common action with the League either in sanctions or in any 
other form of active intervention in the Sino-Japanese dis- 
pute.** Senators were keen for “‘offers of friendship to other 
peaceful nations,” or “frowning on brigandage,” and the 
like, but only a few of them favored “codperation.””* 


8. The Boycott Movement 


In the meantime various peace societies began to express 
their alarm at the new front of the Administration. Six of 


™ New York Times, New York Herald Tribune, October 6, 7, 8, 1937. 

™ Frankfurter Zeitung, October 9, 1937. 

"= New York Times, October 9, 1937. 

* Among this minority was Senator Pittman, Chairman of the Committee on 
Foreign Relations, who maintained that an “economic quarantine’ would 
stop the Japanese invasion of China in thirty days. New York Times, October 
7, 1937- 
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these organizations issued a manifesto saying, “We agree 
with the President that the disease of war should be quar- 
antined. But the only protective quarantine for the people 
of this country is the invocation of the neutrality law.’™* 
Members of Congress began to hear from their constituents, 
and the general tenor of the comment was, “Keep the coun- 
try out of war’; “don’t take sides in foreign quarrels.” It was 
soon apparent that any alarm on this score was baseless. For 
one thing was clear: if the Administration had ever con- 
templated going farther than to voice the country’s disap- 
proval of treaty-breaking and military aggression it would 
not have embarked on an untried and possibly dangerous 
policy without some assurance of collaboration from the 
European democracies. And in a speech at Scarborough, Eng- 
land, three days after Mr. Roosevelt’s speech at Chicago, 
Prime Minister Chamberlain expressed his unwillingness ‘‘at 
this stage to commit this government to any particular course 
of action.”*® 

By a coincidence, just as Mr. Roosevelt was making his 
speech in Chicago, Mr. Henry L. Stimson, who had been 
Secretary of State during the Hoover Administration, was 
preparing a letter to the New York Times in which he pointed 
out the economic vulnerability of Japan and her dependence 
upon the United States and Great Britain for the raw mate- 
rials essential to her military operations. Japan was “not 
only being actively assisted, but our assistance is so effective 
and predominant that without it even today the aggression 
would in all probability be effectively checked and cease.” 
He maintained that outside nations could help China best by 
refusing to help her enemy.** 

An intimation from a former head of the Department of 
State that the United States and Great Britain should join in 
an economic boycott of another great power would have at- 

™ New York Herald Tribune, October 7, 1937. 


*™ New York Times, October 9, 1937. 
* Ibid., October 7, 1937. 
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tracted attention at any time, but it aroused double interest 
when it came in the wake of the Chicago speech. While 
nothing concrete resulted from this discussion, it appeared to 
give an added importance to the movement, at this time be- 
coming nation-wide, for a private boycott of Japanese goods. 

The movement first began to attract public attention in 
the United States within a few weeks after the outbreak of 
hostilities in China. It quickly attained such dimensions that 
it could not be dismissed as a passing outburst of emotional- 
ism. Civic organizations with memberships which included 
educators, political leaders, and professional men and women 
passed resolutions urging a boycott of goods from Japan. 
Women’s clubs resolved to dispense with silk hosiery. Stu- 
dent groups in colleges throughout the country ceased wear- 
ing silk garments and turned to rayon. Three of the largest 
chains of five-and-ten-cent stores announced that they had 
discontinued the purchase of Japanese products. In October, 
1937, the American Federation of Labor and its rival, the 
Committee for Industrial Organization (CIO), passed reso- 
lutions against the purchase of Japanese manufactures; and 
the Federation authorized its executive officers to attempt to 
obtain the codperation of trade unions in other countries.** 
In New York in December an “anti-silk” parade was held 
under the auspices of the League Against War and Fascism, 
and a few days later a Committee for Boycott Against 
Japanese Aggression was formed at a meeting of more than 
fifty civic and peace organizations. 

The movement was not confined to the United States. It 
worked strongly in Great Britain and made some headway in 
Australia and India. In France the Executive Committee of 
the General Federation of Labor announced its purpose to 
effect a boycott, and at Marseilles the dock-workers declared 
that they would refuse to unload Japanese ships. Stevedores 
in Mexico voted to refuse to handle either incoming or out- 

* New York Times, October 5, 8, 16, 1937. 
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going Japanese cargoes, and the National Workers Confed- 
eration petitioned the government to embargo all imports 
from Japan. 

Neither in the United States nor in Great Britain did the 
movement receive any encouragement in government circles. 
An effort of the British Labor Party to obtain a special session 
of Parliament to consider official action along these lines had 
met with a repulse from the Cabinet, and the London Times 
warned that any government imposing sanctions should be 
prepared to fight. In the United States the National Board 
of the Young Women’s Christian Association advised mem- 
bers throughout the country to oppose the movement pend- 
ing action by the conference of signatories of the Nine Power 
Treaty. The National Council for the Prevention of War 
at its convention in Washington adopted a resolution in the 
same sense, on the ground that the Japanese campaign in 
China might be intensified and the Japanese militarists might 
be given a new appeal to the populace if the boycott gained 
strength. 

Since Japan in previous years depended on the United 
States markets for about 20 per cent of her exports, she was 
peculiarly vulnerable to such a program. On the other hand, 
she was one of the largest buyers of American cotton, and in 
1936 had taken more than one-fourth of the total cotton ex- 
ports from the United States. The refusal of Americans to 
buy Japanese silk, therefore, might force Japan to obtain her 
cotton elsewhere, and in the meantime both the labor and the 
capital employed in the American silk industry would be 
bound to suffer. It was clear, furthermore, that the ultimate 
effects of a boycott on Japan would depend upon the codpera- 
tion of other countries. If the people of the United States 
were determined to go it alone, they would get, no doubt, 
some temporary emotional gratification; but in the end they 
would probably succeed merely in redirecting Japanese trade 
to the benefit of their competitors in international markets. 
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9. The Brussels Conference 


Soon after the proposal of the League Assembly on Octo- 
ber 6 that a conference be held under the Nine Power Treaty, 
the British government began preliminary conversations with 
the government of the United States with regard to plans for 
such a conference and with the approval of Washington it 
requested the government of Belgium to invite the repre- 
sentatives of the states concerned to a meeting in Brussels. 
Invitations were sent not only to the League-member sig- 
natories of the treaty but to other powers interested in the 
Far East, including Germany, Japan, Soviet Russia, and the 
United States. Russia and the United States accepted.** Ger- 
many and Japan declined, but Italy, then still a League mem- 
ber, agreed to be present, and it was assumed that she would 
act on behalf of the two other authoritarian states if circum- 
stances demanded. 

In this conference the United States did not limit herself 
to mere informative contacts, as she did at the meetings of the 
Advisory Committee in Geneva. She accepted full participa- 
tion. Mr. Norman H. Davis was named as the American dele- 
gate, and he took with him as technical advisers Dr. Stanley K. 
Hornbeck and Mr. Pierrepont Moffat, of the Department of 
State. On the eve of the sailing of the delegation President 
Roosevelt announced in a public statement that Mr. Davis 
would enter the conference “without any commitments on 
the part of this government to other governments,’*® and Mr. 
Davis himself said that his only preconception was “a deter- 
mination to pursue every possible means to a solution of the 
Far Eastern crisis.’’*° 

A few days previously, in response to an inquiry at a press 
conference, the President had intimated that the United States 

* Department of State Press Release, October 16, 1937. 


® White House Press Release, October 19, 1937. 
© New York Times, October 21, 1937. 
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was contemplating mediation as one possible step to halt the 
hostilities, but he added that any attempt to predict the 
country’s action would be sheer guess-work. In one of his 
“fireside chats” over the radio on October 12 Mr. Roosevelt 
had emphasized a solution “by agreement.” A similar pur- 
pose apparently animated British policy. Prime Minister 
Chamberlain declared that it would be a mistake for the dele- 
gates to enter the conference discussing sanctions, pressure, 
and force. ‘““We are there to make peace; we are not there 
to extend the conflict,” he said. Mr. Eden, the Foreign Min- 
ister, who headed the British delegation, spoke in general 
language to the same effect,’ adding, however, shortly be- 
fore he left for Brussels that any action taken there would 
depend essentially on the codperation of the United States.” 

Even before the conference had assembled two facts stood 
out clearly: first, that the United States government had no 
intention of conforming its policy literally to the Chicago 
speech; second, that neither Great Britain nor the United 
States was willing to initiate any positive policy without the 
prior commitment of the other to its support. Each desired an 
end of the conflict, but each was determined not to risk be- 
coming involved in order to end it. The British saw in the 
United States the largest, richest and most sheltered of all 
nations, with many interests in the Far East shared by no 
European power, and the nation withal which had taken the 
lead in devising the treaty provisions now forming the 
basis of the proceedings of the conference. Americans, on 
the other hand, knew that Great Britain had more at stake 
in China than any other Western nation and was likely to 
lose more than any other, both economically and politically, 
from Japanese aggression. With the two strongest powers at 
Brussels unwilling to take the initiative, the prospects for 
leadership and achievement were far from auspicious. 

“ Times (London), October 22, 1937. 


“ Parliamentary Debates, House of Commons, CCCXXVIII, 583, November 
I, 1937. 
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The conference convened on November 3, with delegates 
from nineteen governments in attendance.** At the first ses- 
sion delegates from Belgium, the United States, Great Brit- 
ain, and France all emphasized the fact that the prime purpose 
was conciliation and peace. M. Spaak, the Belgian For- 
eign Minister, urged the conference not to consider itself a 
tribunal before which Japan might be summoned and asked 
to explain her action, and Mr. Davis and Mr. Eden joined 
him in stressing the importance of collaboration and of treat- 
ing China and Japan as friends rather than as enemies. But 
M. Litvinoff, the Soviet delegate, introduced a disturbing 
thought when he insisted that their purpose must be not 
merely to restore peace, but to establish a just peace. The 
aggressor should not be allowed to keep his plunder while 
the victim got nothing but advice and consolation. A just 
peace had to be based upon the pledges of the Nine Power 
Treaty—respect for the sovereignty and territorial integrity 
of China. 

This was a throw-back to the collective principles of the 
League, and to the collective suggestions of President Roose- 
velt’s Chicago speech. Litvinoff’s line was not pursued. The 
Italian delegate, Count Aldrovandi-Marescotti, injected the 
first of his many notes of dissent by predicting that the con- 
ference would end in nothing but “platonic resolutions and 
fresh proof of sterility’ unless it came to grips with the reali- 
ties. ““The only useful thing we can do,” he said, “is to at- 
tempt to bring the two parties into direct contact with each 
other, after which we have nothing further to do.’ 

It was obvious that the conference could make no progress 
toward mediation and conciliation when one of the parties 

“These were, among original treaty-signatory League members, Belgium, 
China, France, Great Britain, Italy, Netherlands, and Portugal. Australia, 
Canada, India, New Zealand and the Union of South Africa became signatories 
also after the Statute of Westminster. Bolivia, Denmark, Mexico, Norway and 
Sweden later adhered to the treaty. Soviet Russia, though a League member, 
was not a signatory, and the United States was a signatory but did not belong 


to the League. 
“ Bulletin of International News, XIV, 442, November 13, 1937. 
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to the dispute was absent. Accordingly, a second invitation 
was sent to Japan on November 6. Again she declined and 
insisted that her present “measures of defense’ were out- 
side the scope of the Nine Power Treaty; furthermore, she 
could not participate in a conference based on the provisions 
of a treaty which she was accused of breaking.*® After this 
second refusal there was nothing left for the conference to 
do but to issue a brief report of its activities together with a 
declaration of principles, and then adjourn.*® Mr. Davis in 
a closing speech assured his colleagues that adjournment 
would not put an end to the efforts to obtain a settlement.“ 

Washington did not take the failure greatly to heart, but 
consoled itself with the thought that any effort to stop the 
killing of human beings was worth the attempt. There was 
also some gratification expressed that the members of the 
conference had reiterated their support of the older canons 
of international behavior. But the only governments that 
were thoroughly satisfied with the results of the conference 
were the three that would profit by the termination of this 
latest effort at collective action. Count Aldrovandi-Marescotti 
was quite pleased that his prediction had come true. Four 
days after the conference adjourned the Japanese Premier, 
Prince Konoye, stated to the press that Japan had no objection 
to neutral powers tendering their good offices to bring about 
direct negotiations between the two parties to the dispute, 
but that she could not accept third-party participation in the 
negotiations themselves. His ally at Brussels, the Italian dele- 
gate, had said the same thing. 

The term “ally” is not used inadvisedly; for on November 
6, three days after the opening of the conference, Italy, Japan, 
and Germany signed a three-power anti-Communist agree- 
ment. In other words, Italy’s signature was added to the origi- 


“ Bulletin of International News, XIV, 502, November 27, 1937. 
“ For texts of the Report and the Declaration, cf. Department of State Press 
Release, November 27, 1937. 


“Cf. Appendix VII (d). 
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nal German-Japanese agreement of November 25, 1936. 
And so while the delegates at Brussels were laboring inef- 
fectually, the three militarized “have-not’’ powers smoothly 
came to a new understanding which seemed to open a fur- 
ther breach between dictatorship and democracy. 


10. The Panay Incident 


In spite of her many differences with the United States, 
Japan had shown throughout the conflict a marked desire to 
keep on the best possible terms with this country. Knowing 
that Great Britain and France were too much occupied with 
the situation in Europe to act independently on behalf of 
China, she had no fear of them so long as the United States 
was not disposed to participate in such action. It was her 
studied policy, therefore, to refrain from rousing the United 
States into assuming a more aggressive policy or undertaking 
joint action with the European democracies. During the early 
months of the conflict there had been losses of American 
lives, but the injuries had not been inflicted by the Japanese; 
they were due mainly to the blundering incompetence of 
Chinese air raiders. Great Britain, on the other hand, had 
early cause for complaint against Japan. A number of her 
subjects had been killed and maimed during the fighting 
around Shanghai, and the British Ambassador, Sir Hughe 
Knatchbull-Hugessen, had been seriously wounded when a 
Japanese airplane attacked his automobile with machine-gun 
fire while he was discharging his official duties. The Japanese 
government had expressed regrets for this incident but not 
apologies, and had refused to acknowledge any responsibility. 

Late in November, 1937, after driving out the last of the 
Chinese detachments from Shanghai, the Japanese armies 
began preparations for the capture of Nanking. The Chinese 
government departments there were removed to three inland 
cities, and the Foreign Office was set up in Hankow. The 
United States Ambassador, Mr. Johnson, followed with part 


“Cf. The United States in World Affairs, 1936, $8. 
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of his staff on November 23, leaving several attachés in Nan- 
king to carry on the office routine and to render assistance 
to Americans who had not evacuated the city. The United 
States gunboat Panay was stationed at Nanking with orders 
to afford them any needed protection. On December 9 the 
Japanese Consul General in Shanghai urged the foreign con- 
suls there to advise their nationals to evacuate Nanking at 
once, since fighting might extend into the city at any time. 
On the roth the Japanese launched a terrific offensive, and 
on the 11th heavy shelling along the river forced the Panay 
to move upstream out of danger. Numerous other ships, 
mainly merchant vessels flying the flags of Great Britain 
and the United States, adopted the same precaution. 

On December 12 the Panay steamed farther up the river, 
carrying members of the embassy staff, newspaper corre- 
spondents, and newsreel cameramen, and accompanied by 
three vessels of the Standard Oil Company. About twenty 
miles above Nanking the ships came to anchor. The Panay 
was flying a large American ensign and was also clearly 
marked with two newly painted flags on her top deck. In 
spite of these precautions, she was attacked in the early after- 
noon of the 12th by Japanese airplanes and was subjected to 
repeated bombardments for more than an hour. After the 
gunboat had been badly damaged and was visibly sinking, 
the airplanes turned their attention to the Standard Oil ves- 
sels, which had got under way at the beginning of the bomb- 
ing. One was beached, and the other two were set on fire 
and destroyed. Two members of the Panay’s crew and an 
Italian correspondent who was aboard died from their 
wounds. The captain of one of the oil vessels also lost his 
life. Lieutenant Commander Hughes of the Panay and ten 
of the officers and crew were seriously injured, and a score 
of others received slight injuries.” 


“This account is based on the official report to the Navy Department of 
Lieutenant Commander Hughes and the findings of the Naval Court of In- 
quiry which investigated the sinking. For full texts, cf. Navy Department Press 
Releases, December 24, 25, 1937. 
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The attack on the Panay and her convoy created the first 
real crisis in American-Japanese relations since the beginning 
of hostilities. Mr. Hirota, the Foreign Minister, without wait- 
ing for a protest from the United States, called upon Ambas- 
sador Grew, and after informing him that the naval com- 
mander at Shanghai had accepted full responsibility, expressed 
the profound apologies of his government. Japanese naval 
authorities explained that the Panay and the oil vessels had 
been mistaken for Chinese ships. When, however, the reports 
of the commander of the gunboat and of the special Court of 
Inquiry reached Washington, they cast much doubt on the 
Japanese explanation. Still further doubt arose when it be- 
came known that several British ships were subjected to 
machine-gun fire and bombing on the same day. The British 
ships were attacked not only by airplanes but by Japanese 
shore batteries. The gunboat Ladybird was hit six times, and 
one of her crew was killed. Only by steaming so close to the 
shore batteries that the guns could not bear on her did this 
vessel avoid further attack. British officials who were on 
board went ashore and protested to the Japanese command- 
ing officer and were informed that he had orders to fire on 
every ship in the river.°° 

On December 14 the American government presented a 
formal note of protest to Tokyo and called for apologies, 
reparation, and assurances that specific measures would be 
adopted to insure that American interests and property would 
not be subjected henceforth to unlawful interference.’ The 
Japanese government transmitted a note of apology on the 
same day, promising indemnity for all losses and appropriate 
punishment for those responsible for the attack, and stating 
that strict orders had been issued to prevent a recurrence of 
such incidents.™ 

While these exchanges were taking place Washington was 

” Bulletin of International News, XIV, 587-588, December 25, 1937. 


™ Department of State Press Release, December 14, 1937. 
™ Ibid., December 14, 1937. 
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receiving fresh information which did not substantiate the 
Japanese contention that the attack was accidental. For the 
time being, therefore, the government withheld its ac- 
ceptance of the Japanese apologies and assurances. Many 
believed that it was waiting until the full effect was felt in 
Japan of a dramatic step taken by the President himself, 
probably with the purpose of forestalling any shifting of re- 
sponsibility as between the Japanese Cabinet and the military. 
At noon on December 13 he addressed himself indirectly to 
the Emperor as the supreme authority in the state, giving to 
Mr. Hull a memorandum with instructions to “tell the Jap- 
anese Ambassador when you see him at one o’clock”’ that 
the President ‘‘is deeply shocked and concerned by the news 
of indiscriminate bombing of American and other non-Chi- 
nese vessels on the Yangtze, and that he requests that the 
Emperor be so advised.”** The word “requests” did not 
appear in the original typed version. The President had sub- 
stituted it in his own handwriting for the word “‘suggests,” 
and with remarkable diplomatic flair he had given a copy 
of his memorandum, so revised, to the press for photographic 
reproduction. 

It was not until December 24 that Mr. Hirota sent another 
note to Washington, with a detailed exposition of the results 
of the investigations of his government, pointing out that 
the commander of the flying force concerned had been im- 
mediately removed from his post and recalled, and that all 
others in any way responsible had been “duly dealt with ac- 
cording to law.” He gave further assurances that his govern- 
ment was taking drastic steps to prevent any infringement of 
the rights and interests of the United States and renewed his 
expressions of regret and promises of indemnification. 

On Christmas Day, 1937, Mr. Hull instructed Ambassador 
Grew to notify the Foreign Office at Tokyo that while the 
United States still relied on the reports and findings of its 


Italics are the authors’. Department of State Press Release, December 
13, 1937. 
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own Court of Inquiry, it “observed with satisfaction” the 
promptness of the Japanese government in admitting its re- 
sponsibility, expressing its regret, and offering to make 
amends. Thus the incident, as an international issue, was 
closed. All that remained was to assess damages and to pre- 
sent Japan with a bill of indemnification.™ 


“Department of State Press Releases, December 24, 25, 1937. 
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CHAPTER ELEVEN 


AMERICAN NEUTRALITY—WHAT PRICE PEACE? 


1. The Ludlow Amendment 


THE excitement in the United States caused by the sinking 
of the gunboat Panay had one unexpected result. Resting in 
the files of the House Committee on the Judiciary was a pro- 
posed constitutional amendment, which for nearly three years 
had been sponsored repeatedly by Representative Ludlow of 
Indiana. The amendment, as drafted, provided for a change 
in the method of declaring war. The existing power of Con- 
gress so to act by a mere majority was to be limited to occa- 
sions when there was an actual invasion of the United States. 
In all other cases Congress was to be deprived of power to 
declare war until this decision had been approved by the 
voters in a nation-wide referendum.’ Recently Representa- 
tive Ludlow had been endeavoring, by circulating a petition 
for the committee’s discharge, to bring his bill before the 
House for discussion. He had gradually accumulated 205 sig- 
natures to the petition, but at the time of the sinking of the 
Panay thirteen more were needed. Thanks to the Japanese 
air-raiders these thirteen were obtained within the short space 
of the next two days. 

This sudden emergence of the proposed war referendum 
was essentially a renewal in new form of the conflict in Con- 
gress over the amount of discretion to be permitted to the 
Executive in the field of foreign relations. It was embar- 
rassing to the Administration to have the issue contested just 
then; for horns had already been locked with the Japanese 


*Cf. Appendix VIII. 
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authorities and it was felt, with all the earnestness that the 
President and the Secretary of State could command that, 
regardless of the merits of the proposal, its discussion at that 
moment would tend to throw a shadow across the authority 
which Washington needed in its representations to the 
Japanese government. 

Apart from the timing, however, it was almost inevitable 
that the issue should be raised. For the President, in his 
Chicago speech of October 5, had seemed to suggest that 
the Executive discretion might be used to carry the United 
States into measures of collective action. This suggestion— 
if it was intended as such—had met with a chilly public re- 
ception. It was logical, and in the long run desirable, that 
the other extreme of policy should be tested, and that the 
people through their representatives should declare whether 
and to what degree they actually did intend to hamstring the 
President in his dealings with foreign nations. 

Members of Congress who had insisted upon mandatory 
neutrality legislation in 1936 and 1937 and who had re- 
cently been demanding the invocation of the Neutrality Act 
in the Sino-Japanese dispute, now also advocated the adop- 
tion of the Ludlow Amendment. But the Administration 
threw its whole weight against it. Mr. Hull told the news- 
paper correspondents that he could see neither its wisdom 
nor its practicability, and President Roosevelt, when asked 
at a press conference whether he believed that a war refer- 
endum was consistent with representative government, an- 
swered in one word, “No.” In a letter to the New York 
Times Mr. Stimson, former Secretary of State, roundly con- 
demned the proposal as destructive of ‘any system of na- 
tional defense,’’* and former Governor Landon of Kansas, 
Mr. Roosevelt’s rival in the presidential campaign of 1936, 
telegraphed the President: 


I congratulate you on your firm “No” to the proposed legislation 
that would take away the power of Congress to declare war. You and 
* New York Times, December 22, 1937. 
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I both know the American people want peace, but they want a peace 


that will enable us to maintain the respect of the other nations of the 
world.’ 


Support of the Ludlow Amendment cut across party lines. 
In spite of the Administration’s known opposition, 46 per 
cent of the Democratic members of the House of Represen- 
tatives signed the discharge petition. Of the Republican 
members, 61 per cent attached their signatures.* 

It is not within the scope of this volume, covering as it 
does the year 1937, to report on the debate in the House 
which took place early in January, 1938. The fact that the 
bill had been brought out of committee was surprising; the 
strength of the still strongly isolationist sentiment of the 
country displayed during the period of debate was perhaps 
more surprising still. But in the end, though by a close mar- 
gin, the bill was defeated. 

Most of the arguments advanced for and against the war 
referendum carried a touch of unreality. The Ludlow Amend- 
ment in the course of debates both in and out of Congress 
had become more of a symbol than a practical proposal. It 
symbolized the conflict between those who advocated isola- 
tion at any price and those who believed that the United 
States should contribute to peace and security by playing a 


part in world affairs appropriate to a nation of great eco- 
nomic and moral resources. 


2. At the Turn of the Year 


It tended to clear one’s mind to go back over the months 
of 1937 and to trace the development of American foreign 
policy during the period. Conditions on the continent of 
Europe had become markedly worse, war had broken out 
in China, and the Latin American countries had been stirred 
into restlessness by economic conditions at home and political 
conditions abroad—both acting like galvanic charges upon 


* Department of State Press Release, December 21, 1937. 
* Editorial Research Reports, January 6, 1938. 
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the sensitive and volatile temperament of the Latin peoples 
of the Western Hemisphere. There were new and disturbing 
events, new and dangerous crises; there were other names, 
other faces than had been in the forefront of the conscious- 
ness of the American people in other years. But with a cer- 
tain instinct for what had been the historic essentials of the 
external relations of the United States, and by a certain in- 
terplay of Executive direction, Congressional action, and 
public discussion, foreign affairs had been kept on a true and 
familiar course. At the beginning of the year and at the end 
of the year the people of the United States had no zest for 
helping to maintain international order in Europe. To live 
in peace themselves, to escape the repercussions of foreign 
wars so far as possible, and to avoid alignments with other 
countries which might involve them in the intricate toils of 
European diplomacy—this was the people’s mandate to Con- 
gress and, on the whole, it had been faithfully carried out in 
the Neutrality Act as passed. The daily press might be full of 
Britain’s plans to increase her navy, build up her air strength 
and turn out gas masks by the millions. Madrid might be 
bombed and Spanish merchantmen might be seized by Ger- 
man warships. The Soviets might threaten to have 150,000 
trained air pilots in service in twelve months’ time.* But that 
was the nature of Europe’s madness against which our geo- 
graphical position was thought to provide ample protection. 
“Ten thousand might fall at our right hand, but it would not 
come nigh us.” 

It was agreeable, on the whole, to think that if general war 
should break out in Europe, then some of the more important 
provisions of the act—the “cash and carry” clauses—would 
have the effect of favoring the two leading European democ- 
racies, Great Britain and France, inasmuch as they possessed 
the financial strength and maritime supremacy needed to ful- 
fill the new conditions of war-time trade with the United 


* For a résumé of news items carried in the New York Times of January 2, 
1937, see above, Chapter II. 
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States. But a defensive alliance with one or both of these 
principal European democracies was quite unthinkable; paral- 
lel action in European situations was most unlikely, ever since 
Administration efforts had been torpedoed by the Hoare- 
Laval deal. The United States still reserved to itself its an- 
cient prerogative of delivering diplomatic notes and public 
speeches on the parlous state of Europe; but, apart from this 
(perhaps one should say including this), there was little to 
distinguish the fundamentals of American foreign policy to- 
ward Europe in 1937 from the fundamentals expressed in 
Washington's Farewell Address. 

The counsels of that great state paper which are univer- 
sally remembered—the warnings against factionalism at 
home and entanglements abroad—were written, not in a 
vacuum by an old and sententious statesman, but at a time 
when the air was still hot with Burke’s fulminations against 
the “murders, confiscations, compulsory paper currencies, and 
every description of tyranny and cruelty” which characterized 
the French Revolution. Was this not the very language in 
which Naziism was being denounced in 1937? Had not Bona- 
parte “purged” the early revolutionists with “a whiff of 
gtapeshot”? Did he not later give France “twenty years of 
domestic ‘order’ combined with exhausting foreign wars” ?* 
And there were likenesses, too, in the matter of factionalism 
at home. More than a hundred and forty years before, in 
Washington’s day, “the rich and well-born” denounced the 
““Jacobins” at home, in the same way that people and acts 
were now sweepingly denounced as “Communist,” and though 
Wall Street as such meant little in the daily life of Wash- 
ington’s time, the “Jacobins” of 1796 knew an economic 
royalist when they saw one, and came baying back at the 
“stock-jobbing squadron.”* 

Were conditions in the Western Hemisphere in 1937 so 
different from the days of 1823 when the Monroe Doctrine 


* Charles A. Beard, The Rise of American Civilization, 1, 362. 
* [bid., 366. 
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was promulgated? Had American apprehensions of the in- 
vasion of South America by force and propaganda changed 
in any fundamental way from that day to this?® American 
imperialism had held its sway, and might, in the cycle of 
history, return again; but our “good neighborhood,” except 
as a corrective to that imperialism, was no new principle in 
the relations between the North and the South of America— 
it was a reversion to the elementary code which had pre- 
vailed in Monroe’s Administration and for many years there- 
after. 

Nevertheless, the whole foreign policy of the United States, 
as it developed during 1937, could not be summed up in the 
determination to remain clear of Europe’s entanglements, to 
cultivate friendly and equal relationships with the southern 
republics, and to block the authoritarian states of Europe 
from gaining a foothold in Latin America by force or by 
propaganda. Witness an extraordinary collection of news 
items which appeared in the New York Herald Tribune of 
December 30: 

The Navy Department intimated that United States gun- 
boats needed more modern anti-aircraft equipment. 

The Commandant of the Third Naval District expressed 
“hearty accord” with President Roosevelt's proposal to in- 
crease the nation’s naval strength by a huge and extraordinary 
appropriation of public funds. “A navy second to none,” 
said he, was needed as a “contribution to world peace,” and 
he denounced “all foolish nations which through mistaken 
ideas of altruism were unprepared to defend themselves when 
attacked.” 

In the stock markets “intermittent buying in aircrafts, 
steels, and a selected assortment of heavy industrials pushed 
prices substantially higher, demand apparently being based 
on expectations of large rearmament expenditures by the 
national government.” 

It was disclosed that the White House had sponsored a bill 


* See Chapter VII. 
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before Congress ‘‘to drive aliens out of the American coastal 
fishing industry,” as a result of vigorous complaints from 
naval officers over the espionage possibilities of the fishing- 
fleets at San Diego and San Pedro which were manned, it 
was alleged, by Japanese naval reservists. 

The Navy Department, which had planned for February, 
1938, a non-stop flight of twelve patrol bombers from Cali- 
fornia to Hawaii, moved the date of the flight back to Janu- 
ary 19th without giving any explanation for the change. 

The Premier of Australia expressed his pleasure over the 
decision of the United States to send four cruisers to Sydney 
to participate in exercises commemorating the founding of 
the Commonwealth. 

More than five hundred young men and women, delegates 
to the American Student Union convention at Vassar College, 
joined in throwing silk stockings, lingerie, and neckties into 
a bonfire at the conclusion of a session which voted unani- 
mously to boycott Japanese goods, repudiated the “Oxford” 
pacifist oath, called upon the United States government to 
brand aggressor nations and apply embargoes against them, 
and passed a resolution pledging the Union to “support a 
program that will make the United States a genuine and 
active force for peace.” All these things occurred, not as the 
result of being whipped by oratory into a many-sided emo- 
tional outburst, but immediately following (and in spite of) 
three addresses to the convention, one of them rejecting the 
whole theory of collective sanctions, another advocating iso- 
lationism, and the third arguing against using the boycott to 
stop aggression. 

While this surprising reversal of the sentiment of the 
younger generation was taking place in the East of the 
United States, a similar body—the National Student Fed- 
eration—meeting at Albuquerque, New Mexico, overwhelm- 
ingly approved increases in the army and navy, almost unani- 
mously opposed the proposal to make a popular referendum 
a condition precedent to the declaration of war, and by a 
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5 to x vote went on record as not opposing military service 
for students in the armed forces of the United States oper- 
ating outside the nation’s borders. 

And finally, to complete the selection of items, all of which 
appeared in a single day’s issue of one newspaper, Represen- 
tative McReynolds, chairman of the House Committee on 
Foreign Affairs, delivered a radio address in which he 
pointed out that ‘‘the policy of isolation and withdrawal will 
do nothing to protect American security, still less to main- 
tain the sanctity of treaties.” And he warned that if the 
United States got out of the Orient it might be only a matter 
of time until ‘‘we are told that it would be healthier if we 
kept our-ships from the Mediterranean and from the North 
Sea.” 


3. What Price Peace? 


None of these items could possibly have appeared in the 
newspapers during the first half of 1937. In fact, none of 
them could have appeared on December 30 unless during 
the previous six months important developments had taken 
place in the policy of the United States government and in 
the attitude of the American people. The most important 
factor which contributed to this development was the out- 
break of hostilities in North China. Here was an area in 
which the United States had always taken a deep and emo- 
tionalized interest. American policy toward Europe's prob- 
lems, symbolized by Washington’s Farewell Address, had 
traditionally been a passive one. America’s policy toward the 
Far East, represented by the affirmative doctrine of the Open 
Door, had traditionally been an active one. It was thus fully 
in keeping with the historical past that the United States 
government should concern itself over what was happening 
on the mainland of China; that the neutrality measures which 
had so promptly been invoked by the President in the case 
of the Italian invasion of Ethiopia and in the Spanish civil 
war, should not be invoked by him at all as applying to the 
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conflict in the Far East; that he should urge “concerted ac- 
tion” by peace-loving nations, now that Japan had grossly 
violated treaties designed to keep the peace in the Pacific 
area. It likewise followed that the President should advocate 
a greatly increased navy for self-defense, even though this 
consideration had been seemingly unimportant when nothing 
but Europe’s age-long bloody struggles were on the horizon. 
And it was consistent with the past that the Department of 
State should throw the mantle of protection around American 
citizens, their property and other interests in China, and talk 
to the Japanese government in perfectly unambiguous lan- 
guage concerning the loss of American lives and the destruc- 
tion of American property by the Japanese army in the area 
of conflict. 

Probably no one connected with the Department of State 
cherished any illusions in advance about the outcome of the 
Brussels Conference. Expecting nothing from it, the United 
States government nevertheless sent delegates to attend it, 
consistently indicating that in the Far East, as distinguished 
from Europe, the American people had interests which re- 
quired them to be represented at any such international 
gathering—even of a political character—which assumed to 
deal with questions affecting the balance of power in Eastern 
Asia. And, lastly, as contrasted with its isolationist attitude 
toward European questions, the Roosevelt Administration 
followed a ‘‘middle-of-the-road” policy in its conduct of Far 
Eastern diplomacy, consulting informally with British author- 
ities regarding diplomatic and naval dispositions—actual and 
future—and pursuing without formal understanding or com- 
mitment a course of international conduct which paralleled 
or was paralleled by equivalent steps on the part of London. 

If the European democracies were left, for the time being, 
without any help or assurance of help from the United States 
in their troubles on the continent arising out of the menace 
of Germany and Italy, they were at least finding the United 
States prepared to take some share, perhaps more than an 
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equal share, of responsibility for the maintenance of peace 
and order in the Far East. And the British authorities, be- 
deviled by Germany, by Italy, and by Japan, were doubtless 
relieved to see evidence that in the most distant sector of 
their anxieties the United States was as much concerned as 
they were. 

What was the nature of this concern of the United States? 
How far, alone or in company with others, would the Amer- 
ican government go in its Far Eastern assertions? In what 
further steps would public opinion follow the Administra- 
tion? For the sake of what considerations, to put it bluntly, 
would the United States go to war with Japan? To gauge 
popular opinion in so delicate a question as this is difficult 
and perhaps unwarrantable; but the issue was discussed in 
public and private circles in both countries, and it cannot be 
ignored in any history of the year’s events. Yet it can only 
be answered in terms of the prevailing opinion at the end of 
1937. Certainly at that time neither the American people nor 
their government would have gone to war with Japan to 
protect the integrity of China as such. Nor to protect the 
future of American trade in China. Nor to protect the physi- 
cal investment of the United States in China, amounting in 
all to only about $180,000,000. Nor to protect the stake of 
the Church in its missionary enterprise among the Chinese. 

It is questionable—though now we get on shaky ground— 
whether any show of force would have been made against 
Japan even if the lives of American residents in China had 
been lost in considerable numbers. For there was strong 
opinion held in the United States that such persons should 
get out, and had the government offered to reimburse them 
for losses suffered by them in quitting China, American tax- 
paying opinion would surely have supported this offer heart- 
ily as a cheap way of eliminating one possible risk of war. 
It was proved by the governmental and popular reaction to 
the bombing of the Panay, that the United States would not 
go to war automatically to avenge the death of officers and 
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seamen of the navy resulting from airplane attacks in flagrant 
disregard of American rights and the protection supposed to 
exist under the American flag. 

But it was by no means certain that a repetition of this 
offense by the Japanese would not lead to even more forceful 
representations, and carry the two countries much nearer to 
the zone of war. Hard would it be to guess the state of 
American opinion with regard to the importance of uphold- 
ing prestige in the Far East, but undoubtedly this became a 
real instead of a theoretical factor after the Panay bombing; 
and the withdrawal of American troops and naval vessels 
from China, which might have been accomplished late in 
the summer without much, if any, loss of “face,” became im- 
possible so long as conditions remained as they were. Cer- 
tain events had taken place which, in past times the world 
over, have intensified international bitterness, making it in- 
creasingly difficult to break away from the trend toward war. 
A wanton attack on the flag, the killing of United States sea- 
men, and the undermining of American prestige in the Orient, 
carried affairs into the dangerous area—toward that time 
when force takes the place of diplomatic notes and unreason 
climbs into the saddle to assert itself. 

As the year 1937 ended, three aspects of American foreign 
policy were much in evidence—a rearmament program di- 
rected, of course, toward the possibility of conflict with 
Japan, a strong attitude in the Department of State with 
respect to the protection of American lives and property in 
China, and a readiness in Washington circles to take parallel 
action with other interested powers—particularly with the 
European democracies and notably with Great Britain—in a 
common effort to uphold the principles of international law 
and restore order, not in Europe, but in the Far East. It seemed 
altogether likely that the rearmament program would go 
forward, regardless of apparent changes in Japan’s course of 
action. For Japan had slowed down before, and the rest of 
the world had been beguiled into forgetting about her an- 
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nounced ambitions. They probably would not forget again. 
It also seemed likely that the Roosevelt Administration, hav- 
ing taken a relatively strong line regarding American Far 
Eastern interests, would not back away from that course. 
But there was little likelihood that the government of the 
United States, without unequivocal support from Great 
Britain, would engage in the task of restoring international 
order, as such, in the Far East. 

So history waited upon events. To many in the United 
States even the dim possibility of war was a deeply disheart- 
ening matter. To others, the parallel actions of the two Anglo- 
Saxon democracies in a common Far Eastern policy seemed 
to be a hopeful sign that unbridled nationalism might receive 
a check in at least one quarter of the earth. But there were 
also those in Great Britain who had doubts concerning the 
practical possibility of working effectively with the United 
States in a common program; for the rejection of the Cove- 
nant of the League by the Senate in 1921 and the collapse of 
the World Economic Conference in 1933 still rankled. And 
such skeptics had their American “opposite numbers” who 
cynically recalled the separate naval treaty which Britain 
made with Germany in 1935, forsaking France, and the 
Hoare-Laval agreement with respect to the Ethiopian war 
made in the same year, forsaking the League. 
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APPENDIX 1 


THE CANONS OF INTERNATIONAL CONDUCT 


SECRETARY HULL'S STATEMENT OF JULY 16, 1937 


I have been receiving from many sources inquiries and suggestions 
arising out of the disturbed situation in various parts of the world. 

Unquestionably there are in a number of regions tensions and 
strains which on their face value involve only countries that are 
neighbors but which in ultimate analysis are of inevitable concern to 
the whole world. Any situation in which armed hostilities are in 
progress or are threatened is a situation wherein rights and interests 
of all nations either are or may be seriously affected. There can be no 
serious hostilities anywhere in the world which will not in one way 
or another affect interests or rights or obligations of this country. I 
therefore feel warranted in making—in fact, I feel it a duty to make— 
a statement of this government's position in regard to international 
problems and situations with respect to which this country feels deep 
concern. 

This country constantly and consistently advocates the maintenance 
of peace. We advocate national and international self-restraint. We 
advocate abstinence by all nations from use of force in pursuit of 
policy and from interference in the internal affairs of other nations. 
We advocate adjustment of problems in international relations by 
processes of peaceful negotiation and agreement. We advocate faith- 
ful observance of international agreements. Upholding the principle 
of the sanctity of treaties, we believe in modification of provisions of 
treaties, when need therefor arises, by orderly processes carried out in 
a spirit of mutual helpfulness and accommodation. We believe in 
respect by all nations for the rights of others and performance by all 
nations of established obligations. We stand for revitalizing and 
strengthening of international law. We advocate steps toward promo- 
tion of economic security and stability the world over. We advocate 
lowering or removing of excessive barriers in international trade. We 
seek effective equality in commercial opportunity and we urge upon 
all nations application of the principle of equality of treatment. We 
believe in limitation and reduction of armament. Realizing the neces- 
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sity for maintaining armed forces adequate for national security, we 
are prepared to reduce or to increase our own armed forces in propor- 
tion to reductions or increases made by other countries. We avoid 
entering into alliances or entangling commitments but we believe in 
codperative effort by peaceful and practicable means in support of the 
principles hereinbefore stated. 


Source: Department of State Press Release, July 16, 1937. 











Month United United 
1937 States Kingdom 


January.... 95.8 
February... 97.5 122.7 


March..... 99.2 
ee 99.2 
ea 99.2 126.1 
Se 95-8 
ee 95.8 
August.... 98.3 122.2 
September... 93.3 
October.... 86.6 
November . 74.8 
December. . 70.6 
1 Quarterly. 


Year 


ee eee eee eee 








France 
84.7 
86.4 
87.2 
85.7 
83.8 
82.2 
79-7 
71.1 
78.8 
82.5 
85.3 
85.3 
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Ger- 
many 
105 .§ 
106.6 
III.g 
116.9 
117.9 
117.5 
117.3 
119.4 
123.2 
123.9 
125.6 


Imports 


100 


(Average for 1929 = 100) 


ECONOMIC RECOVERY AND REACTION 


(4) INDICES OF PRODUCTION IN IMPORTANT COUNTRIES 


Italy Sweden Japan 


gi.1 
98.1 
99-3 
104.1 
106.9 
9% -$ 
85.9 
93-3 
108.0 


Exports 


100 
80 
57 
39 
36 
34 


35 
38 


141 
143 
145 
148 
148 
150 
150 
151 
153 
154 
154 


Source: League of Nations, Monthly Bulletin of Statistics. 
(6) WorLD TRADE, 1929-1936 


1§7-5 
161.5 
173.6 
172.7 
173-9 
170.6 
173.1 
166.1 


Value in terms of old U. S. A. gold parity 
(1929 = 100) 
Total 


100 
81 
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(c) WorLp TRADE By MONTHS, 1936-1937? 


Imports Exports 


35- 
35.2 
37- 
35- 


January...... 36.2 
February..... 33.6 
ee 36.0 
a 36.0 
TE 36.0 
se aes areas 35.6 
a 35.8 
a 35-4 
September.... 37.6 
October...... 38.1 
November.... 38.2 
December.... . 41.8 
1 Excluding Spain. 


(1929 = 100) 


37 


35: 
37: 
37. 
39: 
41. 


41 


44. 


ArAWS POR HW 


1937 
Imports Exports 
39-7 41.8 
39-5 42.0 
46.0 47.6 
47-3 47-9 
46.7 46.8 
49-0 47.2 
46.9 47-9 
45-5 46.4 
45-3 47.6 
47.0 49.8 
46.9 48.6 
47-2 49.2 


Source: League of Nations, Review of World Trade, 1935, 10; 1936, 10; 
Monthly Bulletin of Statistics. 


(¢@) CoMMoDITy PRICES IN IMPORTANT COUNTRIES 


(Average for 1929 = 100) 


Month United United 


1937 States Kingdom France 
Sere go.1 go. 
February...... g0.6 gI.o 
ee 92.1 94.0 
rane eeus 92.3 95-4 
peebeccess 91.7 96.9 
Powe ees 91.5 96.8 
Sanh bakes 92.2 97.6 
pay th os 91.8 97-5 


September..... 91.7 97-4 
Laan 89.6 96.8 
November..... 87.4 95.0 
December..... 85.7 


94.2 


Aus- 


Italy Japan tralia 
85.5 106.% 91.2 
87.3. 104.8 89.7 
89.2 109.1 91.6 
90.3 112.8 91.9 
gz.0 109.8 92.1 
93-9 108.4 92.2 
94-7 108.7 94.5 
95-6 107.0 95.4 
96.r 108.5 94.6 
97-5 107.6 92.3 
99:7. 108.1 89.0 
Ior.o 109.7 87.7 


Source: League of Nations, Monthly Bulletin of Statistics. 
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(e) AVERAGE PRICES OF 420 COMMON STOCKS ON 
New YorK STOCK EXCHANGE 






(1926 = 100) 
By Years By Months, 1937 

i. .owees obs 190.3 January........ 126.4 
BRK saceneves 149.8  February....... 129.5 
Sy ee oy Rees ss. %... 129.9 
ee ee Se ck henct ass 124.5 
Sie csexees os Ce Men ccewcsces 116.3 
SS ae ie: <M Gs ne sn os 113.6 
Oe eee ; aS rn 117.8 
Ae 111.1 er 120.5 
NY espa vae'n os 111.7 September...... 106.4 

October........ 91.4 

November...... 82.9 

December. ..... 81.2 


Source: Federal Reserve Bulletin, March, 1938. 


APPENDIX Ill 


THE BOOM IN WAR MATERIALS 


(4) IRON AND STEEL SCRAP 





U. S. Exports 
(tons) 
1936 1937 
ae 153,906 68 ,884 
February..... 142,165 143,197 
a ee 163,295 355,979 
er 190,845 421,383 
0 213,366 630,671 
181,849 514,651 
Serer 192,817 420,097 
August....... 194,600 473,933 
September 152,314 252,713 
October. ..... 119, 568 184,547 
November... . 69,113 254,072 
December..... 103,298 319,016 
ee 1,877,136 4,039,143 


Source: United States Department of Commerce, Monthly Summary of 


Average Monthly Price 
(dollars, per ton) 
1936 1937 
13.38 18.06 
14.19 19.44 
14.75 20.85 
14.34 20.56 
12.88 17.38 
12.85 15-95 
13.38 17.63 
15.19 19.70 
16.15 17.56 
16.25 14.69 
16.50 12.50 
17.15 12.38 


Foreign Commerce of the United States and Survey of Current Business. 
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(5) STEEL INGorts! 





U. S. Exports 
(tons) 

1936 1937 
95 1,790 
314 6,808 
969 35557 
2,841 5216 
982. 24,480 
1,682 17,009 
4,215 46,575 
1,303 68 , 467 
1,097 18, 909 
2,770 351730 
24773 36,040 
2359 64, 183 
21,400 328,764 
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Average Monthly Price 
(dollars, per ton) 


1936 1937 
29.00 34.00 
29.00 34.00 
28.20 36.40 
28 .00 37-00 
28.00 37.00 
28 .00 37.00 
30.00 37.00 
30.00 37.00 
30.40 37.00 
32.00 37.00 
32.00 37.00 
32.40 37-00 


1 Includes also blooms, billets, slabs, sheet bars and tin-plate bars. 


Source: United States Department of Commerce, Monthly Summary of 
Foreign Commerce of the United States and Survey of Current Business. 








(c) Pic IRON 
U. S. Exports 
(tons) 
1936 1937 
186 13,329 
51 17,118 
260 14,435 
215 38,177 
121 117,598 
9! 10$ 1194 
125 168 , 538 
320 114,035 
321 64,945 
246 66,297 
289 26,225 
3,091 36,545 
$1316 782,436 


Average Monthly Price 
(dollars, per ton) 


1936 | 1937 
19.96 21.30 
19.96 21.44 
19.96 23.80 
19.96 24.06 
19.96 24.06 
19.96 24.06 
19.96 24.06 
19.86 24.06 
19.80 24.06 
19.80 24.06 
20.00 24.08 
20.82 24.11 


Source: United States Department of Commerce, Monthly Summary of 


Foreign Commerce of the United States and Survey of Current Business. 
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(2d) Copper! 





U. S. Exports 
(pounds) 
1936 1937 
January 23,196,363 37,362,622 
February.. 36,911,716 48,274,349 
March. 31,488,531 45,895,327 
Agel..... 30,816,470 42,128,637 
oe 36,139,616 60,472,712 
june..... 40,781,088 46,323,992 
ae 36,224,520 58,205,254 
August... 43,388,767 44,588,140 
September 36,772,131 44,328,399 
October.. 49,230,221 57,877,269 
November 40,242,846 50,629,231 
December. 34,854,414 52,471,502 





Year..... 440,046, 683 


588,557,434 


1 Includes ingots, bars and other forms. 


Source: United States Department of Commerce, Monthly Summary of For- 
eign Commerce of the United States and Survey of Current Business. 





(e) Leap! 
U. S$. Exports 
(pounds) 
1936 1937 

January 388,584 409,649 
February 2,681,915 1,641,606 
March..... 1,294,427 998,215 
aa 3,322,969 453.304 
ae 3,215,910 731,359 
NR. a o0-00% 1,505,501 2,830,793 
4,494,163 6,003,066 
August..... 2,081,557 §,709,837 
September.. 1,537,603 5,732,499 
October . 5,846,588 7,741,002 
November... 4,342,607 2,256,188 
December... 5,914,772 5,673,565 
a 36,626,596 40,181,083 


1 Includes pigs, bars, etc. 


Source: United States Department of Commerce, Monthly Summary of For- 
eign Commerce of the United States and Survey of Current Business. 


Average Monthly Price 





(cents, per lb.) 

1936 1937 
9.03 12.42 
9-93 13-43 
9.03 15.78 
9.17 15.12 
9.28 13.78 
9.28 13.78 
9-35 13.78 
9-53 13.78 
9-53 13-53 
9.56 11.84 
10.16 10.80 
10.76 10.01 


Average Monthly Price 


(cents, per Ib.) 


1936 


> 
amu 
Pr Oo 


HDDDDDDDD 


YE bhp Eaaaaae 


ws 
“ 


1937 
6.00 
6.24 
7-19 
6.18 
6.00 
6.00 
6.00 
6.45 
6.40 
5-74 
5 -93 
4.88 








5 : SS 












APPENDICES 





Average Price 


(cents, per lb.) 


1937 
50.89 
51-94 
62.71 
58.99 
55-83 
55-84 
59-3 
59-40 
58.62 
51.46 
43-30 
42.85 


Source: United States Department of Commerce, Survey of Current Business. 


1In sheets, 





(f) Tin 
Months 

1936 
| Prevery sy 47.2.4 
February......... 47.92 
eee 47.99 
eres 46.94 
ee 46.30 
rere 42.22 
iti tor 408 ins 42.97 
Ee cc nesiessd 42.57 
September. ....... 44.74 
2 ere 44.94 
November........ 51.32 
December......... 52.85 

(g) Zinct 

U. S. Exports 
(pounds) 
1936 1937 

770,229 = 837,127 
367,254 1,010,691 

. 741,110 9541531 
-» 645,703 795 614 
.. 1,105,957 1,299,988 
‘a 720, 482 875,936 
.. 1,012,088 779,605 
= 679,737 1,146,828 
; 782,358 1,025,496 
699,400 1,104,494 
638,317 846,726 

803 , 638 946,768 

.. 8,966,273 11,623,804 


strips or other forms. 


Average Monthly Price 
(cents, per lb.) 


1936 1937 
4.85 5-85 
4.86 6.47 
4.90 7-38 
4.90 7.01 
4.90 6.75 
4.88 6.75 
4.78 6.92 
4.80 7-19 
4.85 7-19 
4.85 6.09 
4-97 5-63 
5-27 5 .O1 


Source: United States Department of Commerce, Monthly Summary of 
Foreign Commerce of the United States and Survey of Current Business. 
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APPENDIX IV 


NAVAL REARMAMENT 


(4) COMPARATIVE STRENGTH OF NAVAL POWERS 


United British 


States Empire Japan France Italy 
Capital Ships: 








Total built at present. . joy 15 10 6 4 
Building or appropriated for.. 2 5 -_ 3 4 
Additional reported building or 
SEs 4 5 4 2 
Dit beteranseseasus 21 25 14 II 8 
Aircraft Carriers 
ie ee ree ee Er ee 3 6 5 I 
Authorized building or appro- 
Se 3 5 I 2 
Additional projected*........ ... ae 4) 
eS eee 6 II 10 3 
Heavy Cruisers 
BN eee a ech ace nes a 17 15 12 7 7 
Building or appropriated for I en 3 
OE ee 18 15 12 7 7 3 ; 
Light Cruisers: 
cee th a bie havc’ + 10 25 14 12 10 6 
SE Cee aT 19 8 ne 3 - 
Building or appropriated for.. 9 17 2 2 2 4 
Additional projected*........ 4 8 7 - 
DGaskcwtetodincrines's 23 69 31 14 15 10 
Destroyers: 
PR cactnepisuserssses 35 88 76 67 72 22 
ye ckcenatekserensss 168 73 27 2 33 5 
Building or appropriated for.. 49 41 9 22 45 12 
Additional projected?........ 8 25 3 i ee ea 
Mots + inca pss eeKRE ND 2.60 a7 0 OS gi 150 39 


1 Approximately. |? Unofficial. 
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United British Japan France Italy  Ger- 


States Empire many 
Submarines: 

PR cpatsnandavess die 22 39 41 76 73 36 
ree 62 15 16 as 8 i 
Building or appropriated for.. 16 18 3 16 25 25 
Additional projected?........ 6 12 8 

ctnnskhinpedssecnne 106 84 68 gu 106 61 
* Unofficial. 


Source: Data submitted at hearings of the House Committee on Naval 
Affairs, Seventy-fifth Congress, Third Session, January 31, 1938. 


(2) PRESIDENT ROOSEVELT TO REPRESENTATIVE TAYLOR 
December 28, 1937. 
My dear Mr. Chairman: 

Confirming my conversation with you the other day, I would be 
glad if you would tell the Chairman and members of the Naval Ap- 
propriations Sub-Committee the following: 

The preliminary estimates submitted by the Director of the Budget 
to the Naval Sub-Committee were prepared some time ago and called 
for appropriations to commence during the fiscal year 1939, two 
battleships, two light cruisers, eight destroyers and six submarines. 

Since that time world events have caused me growing concern. 
Under the Constitution the President is Commander-in-Chief of the 
Army and Navy and has, therefore, a very specific duty to safeguard 
the defense of national interests. In speaking of my growing concern, 
I do not refer to any specific nation or to any specific threat against 
the United States. The fact is that in the world as a whole many 
nations are not only continuing but are enlarging their armament pro- 
grams. I have used every conceivable effort to stop this trend, and to 
work toward a decrease of armaments. Facts, nevertheless, are facts, 
and the United States must recognize them. 

Will you, therefore, be good enough to inform the Sub-Committee 
on Naval Appropriations that after the next session of the Congress 
has met, it is possible that I may send supplementary estimates for 
commencing construction on a number of ships additional to the above 
program? 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT 


Hon. Edward T. Taylor, 
Chairman of the Appropriations Committee, 
House of Representatives, Washington, D. C. 
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APPENDIX V 


LOWERING TRADE BARRIERS 


(4) TRADE AGREEMENTS CONCLUDED UNDER ACT OF 
JUNE 12, 1934 


Country Date Signed 
iiGhthbentens4ecks cake Aug. 24, 1934 
eee Feb. 2, 1935 
SS i piwkiew ess giennensies Feb. 27, 1935 
hunt ncn cas knaae hes Mar. 25, 1935 
Re esis haedeeenniee May 25, 1935 
Ee Sept. 13, 1935 
eh eh eKiehenaresees Nov. 15, 1935 
ee Dec. 18, 1935 


Kingdom of the Netherlands 
(Netherlands in Europe, Neth- 
erland India, Surinam, and 


EES Se Dec. 
ere Jan. 
NGS fas ¥es ss cones ene Mar. 
ERE eT eee ee Apr. 


France and its colonies, depend- 
encies, and protectorates 


other than Morocco........ May 
 ePieN Gt dads eweires May 
ia ivks ania cs ceeels Feb. 
ee Nov. 


20, 1935 
9, 1936 
II, 1936 


24, 1936 


6, 1936 
18, 1936 


19, 1937 
28, 1936 


Date Effective 


Sept. 


Jan. 
May 
June 


Aug. 


May 
Jan. 


Mar. 


Feb. 
Feb. 
Oct. 
June 


June 


Nov. 


May 
Aug. 


3, 1934 
I, 1936 
T, 1935 
3» 1935 
5» 1935 
20, 1936 
I, 1936 
2, 1936 


I, 1936 
15, 1936 
I, 1936 
15, 1936 


15, 1936 
2, 1936 
31, 1937 
2, 1937 


The United States government had also given formal notice during 
1937 of its intention to negotiate trade agreements with Ecuador, 
Turkey, the United Kingdom and Canada. An agreement with 
Czechoslovakia was signed on March 7, 1938. 
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(5) FOREIGN TRADE OF THE UNITED STATES WITH 
TRADE AGREEMENT COUNTRIES AND 
WITH ALL OTHERS 


(In millions of dollars) 


Comparison of 1937 with 1936! 


Years 


1936 
Value 
United States Exports: 
To all trade agreement 
CIs vc cccisees. 893 
To all non-agreement 
CUR iiss ecican's 1,563 
United States Imports: 
From all trade agreement 
ea a 1,031 
From all non-agreement 
Se hk anova. 1,391 


1937 
Value 


1,255 


2,090 


1,218 


1,866 







Increase 1937 Over 


1936 
Value PerCent 
362 40.6 
527 33-7 
187 18.1 
475 34-1 


1 Of the 16 agreements, only 1 was in operation throughout 1935, 6 throughout 
1936, 12 by the middle of 1936, and 14 throughout 1937. 


Source: Commerce Reports, February 12, 1938. 


(c) FoREIGN DOLLAR BoNnpDs IssUED OR GUARANTEED 
BY GOVERNMENTS AND THEIR POLITICAL 
SUBDIVISIONS 


Status as of December 31, 1936 


Outstanding 


Number Principal 


of Issues Amount 


Latin America... 160  $1,541,436,063 


axe seness 141 1,656,235,212 
FarEastand Africa 22 $31,023,900 
Se 199 1,646,169,587 

Pe cteakens 522  $5,374,864,762 


In Default 


Number Principal 
of Issues Amount 


131 
77 


3 
26 


237 


$1, 168,663,972 
825,624,105 
12,846,000 


63,539,692 


$2,070,673,769 


Percentage 
in Default 


75.8 
49-8 
2.4 
3.8 


38.5 


Source: Foreign Bondholders Protective Council, Inc., Annual Report, 1936, 


854. 
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LATIN AMERICAN RELATIONS 


(a) STATUS OF THE TREATIES AND CONVENTIONS SIGNED AT THE 
INTER-AMERICAN CONFERENCE FOR THE MAINTENANCE 
OF PEACE, BUENOS AIRES, 1936 
The following eleven instruments were submitted to the twenty-one 
American republics for ratification: 


. Maintenance, preservation and reéstablishment of peace 
. Protocol relative to non-intervention 

. Prevention of controversies 

Good offices and mediation 

. Fulfillment of existing treaties 

Pan American Highway 

Promotion of Inter-American cultural relations 
Interchange of publications 

Artistic exhibitions 

Peaceful orientation of public instruction 

. Facilities for educational and publicity films 


SO PY AVERY HH 


— 
coal 


As of December 31, 1937, seven American republics had ratified 
five or more of these treaties. The status was as follows (with the 
numbers corresponding to those in the list given above) : 


Ratification: Cuba, 1, 2, 3, 4, 5; Dominican Republic, 1, 2, 3, 4, 
5, 7, 8, 9, 10, 11; Ecuador, 1*, 2*, 3, 4, 5; El Salvador, 1, 2, 
3, 4, 5*, 6, 8, 9, 10, 11; Mexico, 1, 2, 3, 4, 5, 6; Nicaragua, 
I, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11; United States, 1, 2, 3, 4, 
5, 9, 7, 9. 

No Action: Argentina, Bolivia, Brazil, Colombia, Costa Rica, 
Chile, Guatemala, Haiti, Honduras, Panama, Paraguay, Peru, 
Uruguay, Venezuela. 

Source: Bulletin of the Pan American Union, February, 1938. 


* Ratified with reservations. 
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(5) ADDRESS OF SUMNER WELLES, UNDER SECRETARY OF STATE, 
JULY 20, 1937 


I know of no previous instance where the adoption by a govern- 
ment of a new basis for its foreign policy has more rapidly produced 
concrete, practical benefits than in the case of the adoption by the 
government of the United States of the policy of the ‘‘good neighbor” 
in its relations with the other American republics. Within four short 
years there has been created within the New World a friendship be- 
tween our twenty-one democracies which had never previously existed, 
and an approximation of interests, both political and economic, which 
has not only been something new, but something of palpable, tangible 
advantage to us all. 

You will remember how President Roosevelt laid down this policy 
of the “good neighbor” in his first inaugural: “The good neighbor 
who resolutely respects himself, and, because he does so, respects the 
rights of others.” 

This government has followed that course, so charted, with sincerity 
and with consistency. In our individual relationships with the other 
American republics we have endeavored to remove by friendly nego- 
tiation all of those causes for misunderstanding and prejudice—all of 
those injustices—which had previously beclouded our relations with 
our neighbors to the south. 

By renouncing our earlier domineering rdle, by insisting upon the 
principle of juridical equality between all nations, and upon the in- 
herent right of every sovereign people to be free from foreign inter- 
vention in its domestic concerns, we have not only helped to revitalize 
international morality: we have also gained friends. 

And of course the policy of the “good neighbor’ is not a one-way 
policy. It is inherently reciprocal in its nature. If this government, in 
its dealings with its American neighbors, not only treats them with 
scrupulous respect for their sovereignty, for their rights, and for the 
rights of their nationals, but also bears in mind their exigencies, the 
difficulties, economic or political, which they may from time to time 
encounter, it has the right to expect similar respect, equivalent con- 
sideration, for itself and for its nationals. And I am glad to say that I 
feel sure that in this new era of good feeling which is so rapidly per- 
vading this continent, the reciprocal obligations involved in the policy 
of the neighbor who respects his own rights, and because he does so, 
respects the rights of others, are fully recognized and will be fully 
observed by all the republics of the continent. 

The real significance of the Conference of Buenos Aires for the 
Maintenance of Peace has not yet perhaps been duly appreciated. The 
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millennium has of course not yet arrived. There still exist serious con- 
troversies rankling between some of the American nations, which, 
until they are solved, must continue to preoccupy the minds of all of 
those countless men and women in the Americas who demand the 
preservation of peace. But still there resulted from that Conference a 
new psychology, a new feeling of solidarity on this continent, a new 
realization of the imperative need for an agreement upon certain 
standards of procedure in international life if the conditions which 
engender peace are to be created—all of these quite as valuable as the 
treaties and conventions therein adopted. 

At this critical moment in the history of modern civilization the 
American democracies have thereby not only fortified their own se- 
curity: they have also given valiant aid to the cause of peace through- 
out the world. 


Source: Department of State Press Release, July 20, 1937. 


(¢) PROPOSED LEASE OF DESTROYERS TO BRAZIL: JOINT STATE- 
MENT OF THE TWO GOVERNMENTS, AUGUST 20, 1937 


For many years past several governments of the American republics 
have permitted officers from other American countries to receive 
instruction and training in their military or naval establishments. This 
form of reciprocal assistance became generalized long ago and is today 
incorporated in the policy of codperation between all of the American 
nations. The policy and principle involved in the proposal of the 
government of the United States to lease at nominal cost to all other 
American nations alike destroyers already out of commission, solely 
for training purposes, are identical. Naturally speculation as to pos- 
sible interpretations and abuses that could arise can be applicable to 
any law, principle, policy of government, or international practice. 

When the United States was first advised by the government of 
Brazil of its desire to secure temporarily certain destroyers of the 
United States already out of commission for training purposes, both 
govetnments were in entire accord that in order to avoid all possible 
misapprehension the vessels which might be leased should in no 
event be employed for combat and should be returned to the United 
States if at any time the continued use of such vessels by Brazil should 
prove to be in contravention of the international obligations of either 
government. The two governments were of the opinion after very full 
consideration that the proposal of the United States would be in 
entire harmony with its policy, welcomed in many previous instances 
by the governments of other American republics, of lending its officers 
to them for instruction purposes or of receiving their officers for train- 
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ing in the naval vessels of the United States in American waters. The 
proposal envisaged, of course, merely the offer of a neighborly service 
to such of the other American nations as might desire it, and in this 
way to promote understanding, friendliness, and mutually beneficial 
relationships between all of the American nations. 

The governments of Brazil and of the United States consider that 
they have played their full part in supporting the principles of the 
“good neighbor” policy since it was initiated and that they have 
shared in its development and in its increasingly widespread applica- 
tion, and therefore the two governments feel all the more concerned 
for the safeguarding and further expansion of this relationship be- 
tween the American republics. To that end, while conscious of the 
absolute soundness of their position in the proposal above referred to, 
and of the harmony of that proposal with the essential features of the 
“good neighbor’’ policy as universally recognized, they have neverthe- 
less no disposition to encourage international controversy relative to 
some entirely minor and temporary phase of that policy. At this 
critical moment in international relationships in other parts of the 
world, they consider that all governments should bend every effort 
toward the avoidance of the arousing of any form of dispute and 
should concentrate upon the creation of the foundations indispensable 
to the existence of world peace. The larger and all-important objec- 
tives of the recent Conference for the Maintenance of Peace at Buenos 
Aires should be uppermost in the minds of all the American govern- 
ments and statesmen, and they should not permit themselves to be 
drawn into discussions about details or proposals of temporary appli- 
cation, no matter how beneficial they believe them to be. 

The governments of Brazil and of the United States are not dis- 
posed to enter into any controversy with respect to the pending pro- 
posal, nor to modify their understanding with regard to it, and their 
only regret is that a question of such limited importance should even 
for a few days be allowed to divert attention from the high ideals and 
the broad program which the “good neighbor” policy comprises. 

The efforts of the two governments in behalf of peace among the 
Americas and in behalf of world peace should be more than sufficient 
to make it clear to all other countries that they would deprecate the 
initiation or the pursuance of any policy which could legitimately be 
considered by the nations of the continent as in any way detrimental 
to the cause of inter-American friendship and understanding. 

Source: Department of State Press Release, August 20, 1937. 
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APPENDIX VII 


CONFLICT IN THE FAR EAST 


(4) PRESIDENT ROOSEVELT’S SPEECH AT CHICAGO, OCTOBER §, 1937 


I am glad to come once again to Chicago and especially to have the 
opportunity of taking part in the dedication of this important project 
of civic betterment. 

On my trip across the continent and back I have been shown many 
evidences of the result of common sense codperation between munici- 
palities and the Federal government, and I have been greeted by tens 
of thousands of Americans who have told me in every look and word 
that their material and spiritual well-being has made great strides 
forward in the past few years. 

And yet, as I have seen with my own eyes, the prosperous farms, 
the thriving factories and the busy railroads—as I have seen the happi- 
ness and security and peace which covers our wide land—almost 
inevitably I have been compelled to contrast our peace with very 
different scenes being enacted in other parts of the world. 

It is because the people of the United States under modern condi- 
tions must, for the sake of their own future, give thought to the rest 
of the world, that I, as the responsible executive head of the nation, 
have chosen this great inland city and this gala occasion to speak to 
you on a subject of definite national importance. 

The political situation in the world, which of late has been growing 
progressively worse, is such as to cause grave concern and anxiety to 
all the peoples and nations who wish to live in peace and amity with 
their neighbors. 

Some nine years ago the hopes of mankind for a continuing era of 
international peace were raised to great heights when more than sixty 
nations solemnly pledged themselves not to resort to arms in further- 
ance of their national aims and policies. The high aspirations ex- 
pressed in the Briand-Kellogg Peace Pact and the hopes for peace thus 
raised have of late given way to a haunting fear of calamity. The 
present reign of terror and international lawlessness began a few 


years ago. 
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It began through unjustified interference in the internal affairs of 
other nations or the invasion of alien territory in violation of treaties, 
and has now reached a stage where the very foundations of civilization 
are seriously threatened. The landmarks and traditions which have 
marked the progress of civilization toward a condition of law, order 
and justice are being wiped away. 

Without a declaration of war and without warning or justification 
of any kind civilians, including women and children, are being ruth- 
lessly murdered with bombs from the air. In time of so-called peace 
ships are being attacked and sunk by submarines without cause or 
notice. Nations are fomenting and taking sides in civil warfare in 
nations that have never done them any harm. Nations claiming free- 
dom for themselves deny it to others. 

Innocent peoples and nations are being cruelly sacrificed to a greed 
for power and supremacy which is devoid of all sense of justice and 
humane consideration. 

To paraphrase a recent author, “perhaps we foresee a time when 
men, exultant in the technique of homicide, will rage so hotly over 
the world that every precious thing will be in danger, every book and 
picture and harmony, every treasure garnered through two millen- 
niums, the small, the delicate, the defenseless—all will be lost or 
wrecked or utterly destroyed.” 

If those things come to pass in other parts of the world, let no one 
imagine that America will escape, that it may expect mercy, that this 
Western Hemisphere will not be attacked and that it will continue 
tranquilly and peacefully to carry on the ethics and the arts of 
civilization. 

If those days come “‘there will be no safety by arms, no help from 
authority, no answer in science. The storm will rage till every flower 
of culture is trampled and all human beings are leveled in a vast 
chaos.” 

If those days are not to come to pass—if we are to have a world in 
which we can breathe freely and live in amity without fear—the 
peace-loving nations must make a concerted effort to uphold laws and 
principles on which alone peace can rest secure. 

The peace-loving nations must make a concerted effort in opposi- 
tion to those violations of treaties and those ignorings of humane 
instincts which today are creating a state of international anarchy and 
instability from which there is no escape through mere isolation or 
neutrality. 

Those who cherish their freedom and recognize and respect the 
equal right of their neighbors to be free and live in peace must work 
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together for the triumph of law and moral principles in order that 
peace, justice and confidence may prevail in the world. There must be 
a return to a belief in the pledged word, in the value of a signed 
treaty. There must be recognition of the fact that national morality is 
as vital as private morality. 

A bishop wrote me the other day: “It seems to me that something 
greatly needs to be said in behalf of ordinary humanity against the 
present practice of carrying the horrors of war to helpless civilians, 
especially women and children. It may be that such a protest might be 
regarded by many, who claim to be realists, as futile, but may it not 
be that the heart of mankind is so filled with horror at the present 
needless suffering that that force could be mobilized in sufficient 
volume to lessen such cruelty in the days ahead? Even though it may 
take twenty years, which God forbid, for civilization to make effective 
its corporate protest against this barbarism, surely strong voices may 
hasten the day.” 

There is a solidarity and interdependence about the modern world, 
both technically and morally, which makes it impossible for any na- 
tion completely to isolate itself from economic and political upheavals 
in the rest of the world, especially when such upheavals appear to be 
spreading and not declining. There can be no stability or peace either 
within nations or between nations except under laws and moral stand- 
ards adhered to by all. International anarchy destroys every foundation 
for peace. It jeopardizes either the immediate or the future security of 
every nation, large or small. It is, therefore, a matter of vital interest 
and concern to the people of the United States that the sanctity of 
international treaties and the maintenance of international morality 
be restored. 

The overwhelming majority of the peoples and nations of the world 
today want to live in peace. They seek the removal of barriers against 
trade. They want to exert themselves in industry, in agriculture and 
in business, that they may increase their wealth through the production 
of wealth-producing goods rather than striving to produce military 
planes and bombs and machine guns and cannon for the destruction 
of human lives and useful property. 

In those nations of the world which seem to be piling armament 
on armament for purposes of aggression, and those other nations 
which fear acts of aggression against them and their security, a very 
high proportion of the national income is being spent directly for 
armaments. It runs from 30 to as high as 50 per cent. 

The proportion that we in the United States spend is far less—11 
or 12 per cent. 
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How happy we are that the circumstances of the moment permit us 
to put our money into bridges and boulevards, dams and reforesta- 
tion, the conservation of our soil and many other kinds of useful 
works rather than into huge standing armies and vast supplies of 
implements of war. 

I am compelled and you are compelled, nevertheless, to look ahead. 
The peace, the freedom and the security of 90 per cent of the popula- 
tion of the world is being jeopardized by the remaining 10 per cent 
who are threatening a breakdown of all international order and law. 
Surely the 90 per cent who want to live in peace under law and in 
accordance with moral standards that have received almost universal 
acceptance through the centuries, can and must find some way to 
make their will prevail. 

The situation is definitely of universal concern. The questions in- 
volved relate not merely to violations of specific provisions of particu- 
lar treaties; they are questions of war and of peace, of international 
law and especially of principles of humanity. It is true that they in- 
volve definite violations of agreements, and especially of the covenant 
of the League of Nations, the Briand-Kellogg Pact and the Nine 
Power Treaty. But they also involve problems of world economy, 
world security and world humanity. 

It is true that the moral consciousness of the world must recognize 
the importance of removing injustices and well-founded grievances; 
but at the same time it must be aroused to the cardinal necessity of 
honoring sanctity of treaties, of respecting the rights and liberties of 
others and of putting an end to acts of international aggression. 

It seems to be unfortunately true that the epidemic of world lawless- 
ness is spreading. 

When an epidemic of physical disease starts to spread, the com- 
munity approves and joins in a quarantine of the patients in order to 
protect the health of the community against the spread of the disease. 

It is my determination to pursue a policy of peace and to adopt 
every practicable measure to avoid involvement in war. It ought to be 
inconceivable that in this modern era, and in the face of experience, 
any nation could be so foolish and ruthless as to run the risk of 
plunging the whole world into war by invading and violating in con- 
travention of solemn treaties, the territory of other nations that have 
done them no real harm and which are too weak to protect themselves 
adequately. Yet the peace of the world and the welfare and security 
of every nation is today being threatened by that very thing. 

No nation which refuses to exercise forbearance and to respect the 
freedom and rights of others can long remain strong and retain the 
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confidence and respect of other nations. No nation ever loses its dig- 
nity or good standing by conciliating its differences, and by exercising 
great patience with, and consideration for, the rights of other nations. 

War is a contagion, whether it be declared or undeclared. It can 
engulf states and peoples remote from the original scene of hostilities. 
We are determined to keep out of war, yet we cannot insure ourselves 
against the disastrous effects of war and the dangers of involvement. 
We are adopting such measures as will minimize our risk of involve- 
ment, but we cannot have complete protection in a world of disorder 
in which confidence and security have broken down. 

If civilization is to survive, the principles of the Prince of Peace 
must be restored. Shattered trust between nations must be revived. 

Most important of all, the will for peace on the part of peace- 
loving nations must express itself to the end that nations that may be 
tempted to violate their agreements and the rights of others will desist 
from such a cause. There must be positive endeavors to preserve peace. 

America hates war. America hopes for peace. Therefore, America 
actively engages in the search for peace. 

Source: Department of State Press Release, October 5, 1937. 


(4) COMMENT BY THE DEPARTMENT OF STATE ON THE SINO- 
JAPANESE SITUATION, OCTOBER 6, 1937 


The Department of State has been informed by the American 
Minister to Switzerland of the text of the report adopted by the 
Advisory Committee of the League of Nations setting forth the 
Advisory Committee’s examination of the facts of the present situa- 
tion in China and the treaty obligations of Japan. The Minister has 
further informed the Department that this report was adopted and 
approved by the Assembly of the League of Nations today, October 6. 

Since the beginning of the present controversy in the Far East, the 
government of the United States has urged upon both the Chinese and 
the Japanese governments that they refrain from hostilities and has 
offered to be of assistance in an effort to find some means, acceptable 
to both parties to the conflict, of composing by pacific methods the 
situation in the Far East. 

The Secretary of State, in statements made public on July 16 and 
August 23, made clear the position of the government of the United 
States in regard to international problems and international relation- 
ships throughout the world and as applied specifically to the hostilities 
which are at present unfortunately going on between China and Japan. 
Among the principles which in the opinion of the government of the 
United States should govern international relationships, if peace is to 
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be maintained, are abstinence by all nations from the use of force in 
the pursuit of policy and from interference in the internal affairs of 
other nations; adjustment of problems in international relations by 
process of peaceful negotiation and agreement; respect by all nations 
for the rights of others and observance by all nations of established 
obligations; and the upholding of the principle of the sanctity of 
treaties. 

On October 5 at Chicago the President elaborated these principles, 
emphasizing their importance, and in a discussion of the world situa- 
tion pointed out that there can be no stability or peace either within 
nations or between nations except under laws and moral standards 
adhered to by all; that international anarchy destroys every foundation 
for peace; that it jeopardizes either the immediate or the future 
security for every nation, large or small; and that it is therefore of 
vital interest and concern to the people of the United States that 
respect for treaties and international morality be restored. 

In the light of the unfolding developments in the Far East, the 
government of the United States has been forced to the conclusion 
that the action of Japan in China is inconsistent with the principles 
which should govern the relationships between nations and is contrary 
to the provisions of the Nine Power Treaty of February 6, 1922, 
regarding principles and policies to be followed in matters concerning 
China, and to those of the Kellogg-Briand Pact of August 27, 1928. 
Thus the conclusions of this Government with respect to the foregoing 
are in general accord with those of the Assembly of the League of 
Nations. 


Source: Department of State Press Release, October 6, 1937. 


(c) STATEMENT BY THE JAPANESE GOVERNMENT ON THE FAR 
EASTERN CRIsIs, OCTOBER 9, 1937 


The League of Nations regards Japan’s action in China as violation 
of the Nine Power Treaty and the anti-war Pact. The United States 
published a statement to the same effect. 

This was due to misunderstanding Japan’s true intentions. The 
Japanese government extremely regrets this misunderstanding. 

The present conflict was caused by Chinese troops’ irregular attacks 
on Japanese troops which were stationed in North China according to 
treaty stipulations. Japanese were maneuvering at Lukochiao with a 
small number of troops, as Japanese garrisons were widely scattered 
during peace time. 

After the outbreak of the trouble, Japan tried to settle locally and 
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the action of the Japanese troops was nothing more than a measure of 
self-defense. Japan had no other intention whatever. 

Aggravation of the conflict in Shanghai and North China was due 
to the attitude of the Chinese, who, violating the Shanghai truce agree- 
ment signed in 1932, stationed 40,000 troops in the demilitarized 
zone and were planning to murder 30,000 Japanese residents, includ- 
ing women and children. 

At that time the Japanese forces were only 3,000 strong. Thus, 
China is responsible for the aggravation of the situation because she 
disregarded Japan’s non-aggression policy and mobilized a huge num- 
ber of troops against Japan. 

This forced Japan to take military action. Japan’s military opera- 
tions in China today have been entirely caused by China's provocative 
attitude. Japan’s action is entirely in self-defense. 

What Japan wants in taking the present action is to eradicate 
China’s anti-Japanese policy and maintain peace in the Far East, 
codperating with China. 

Japan has no territorial ambitions. 

Accordingly, Japan’s action in China violates no existing treaties 
in any way whatever. On the contrary, China, in carrying out her stub- 
born anti-Japanese policy, incited by Red influence, is planning to 
drive out Japanese rights and interests from China by force of arms. 

It is China’s government that is violating the spirit of the pact 
against war, menacing the peace of the world. 

Source: International Conciliation, November, 1937. 


(4) STATEMENT OF NorMAN Davis, UNITED STATES DELEGATE TO 
THE BRUSSELS CONFERENCE, NOVEMBER 24, 1937 


Before recessing, Mr. President, I desire to express a word of appre- 
ciation not only for the hospitality shown by the Belgian government 
during this Conference but for the many courtesies that we have all 
received at your hands. May I say, sir, that I have rarely seen sessions 
presided over with so much clarity and tact as has been shown by 
yourself. 

I also wish to refer to one point which appears in our declaration 
and which I feel should be particularly emphasized, namely, that this 
recess does not in any sense signify that the problem we have been 
considering is to be dropped, or that our interest in its solution is to be 
in any way lessened. 

The fact that we have been unable, thus far, to bring about nego- 
tiations looking to a peaceful settlement by agreement of the Sino- 
Japanese conflict in no way diminishes our interest and our concern. 
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On the contrary, it makes it all the more important to continue 
earnestly and actively to seek every possible peaceful means for hasten- 
ing a cessation of hostilities and bringing about a constructive settle- 
ment. 

For myself, I may say that with this end in view, I am returning 
home for consultation with my government. 

Those who may be discouraged and impatient over the delay in 
achieving the objectives sought, should realize that we are not now 
ending the Nine Power Conference. We are merely going into a re- 
cess. Nothing has been lost and much has been gained through the fact 
of our having assembled, of having engaged in an exchange of views 
and having exerted the efforts thus far made. We are dealing here not 
with a new problem, but with a new development in a situation which 
over many years has given rise to many perplexities—a situation which 
is of concern to many different powers, each of which has its own 
sum total of preoccupations—a situation in which a great variety of 
interests are involved. On the basis of our exchanges of views, each 
of our respective governments will have a more accurate under- 
standing of the problem which confronts us in common and of those 
features of that problem which are of immediate and peculiar con- 
cern to it. Each and all of the governments here represented will be 
able to proceed with the further shaping of policies in relation to the 
Far Eastern situation in the light of more complete knowledge of the 
difficulties and possibilities involved than were possessed by any of 
us before the Conference began. We have put on record and have 
made available to the world affirmations of a common view and 
declarations of a common attitude. We have enunciated fundamental 
principles which, in their relations with one another, should contrib- 
ute substantially toward moulding a sound and helpful world opinion 
and official thought. 


Source: Acts of the Conference, November 3 to November 24, 1937. 


(e) MEMORANDUM OF THE PRESIDENT TO THE SECRETARY OF 
STATE, DECEMBER 13, 1937, ON THE “PANAY”’ BOMBING 


Please tell the Japanese Ambassador when you see him at one 
o'clock: 


1. That the President is deeply shocked and concerned by the 
news of indiscriminate bombing of American and other non- 
Chinese vessels on the Yangtze, and that he requests? that the 
Emperor be so advised. 

*The word “requests” did not appear in the original draft of this memo- 


randum, but was inserted in the President's own handwriting in place of the 
word “suggests.” 
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2. That all the facts are being assembled and will shortly be 
presented to the Japanese government. 

3. That in the meantime it is hoped the Japanese government 
will be considering definitely for presentation to this govern- 
ment: 

a. Full expression of regret and proffer of full compensation ; 
b. Methods guaranteeing against a repetition of any similar 
attack in the future. 
F. D. R. 


Secretary Hull informed Ambassador Saito of this instruction from 
the White House at 1 o'clock, December 13, 1937. 


Source: Department of State Press Release, December 13, 1937. 


(f) LETTER FROM SECRETARY HULL CONCERNING THE POLICY 
OF THE UNITED STATES WITH REGARD TO THE 
SINO-JAPANESE SITUATION 


December 18, 1937 
My dear Senator Smathers: 

I have received your letter of December 13, 1937, in which you 
inform me that you favor the withdrawal of American ships and 
citizens from the area affected by the present conflict in the Far East. 

The question of the types and degrees of protection which this 
government should afford to its citizens abroad presents many difhi- 
culties and is one in regard to which opinions may very readily differ. 
In a situation such as has prevailed in the Far East there have been 
developed during more than a century certain rights, certain interests, 
certain obligations and certain practices. In the light of peculiar fea- 
tures inherent in the situation, all of the major powers have developed 
and employed, with authorization by the Chinese government, meth- 
ods for safeguarding the lives and interests and property of their 
nationals believed to be appropriate to the situation and warranted by 
the peculiarities thereof. Thus, for instance, there came about and 
there is stil! in existence the system of extraterritorial jurisdiction and 
various of its concomitants. Concurrently, many nationals of this and 
other countries have, during several generations, gone to China, estab- 
lished themselves there in various occupations and activities, and sub- 
jected themselves both to the advantages and to the disadvantages of 
the conditions prevailing there; and the American government has, 
along with other governments, accepted various rights and incurred 
various obligations. In a situation such as now prevails, many of our 
nationals cannot suddenly disavow or cut themselves off from the past 




















APPENDICES 287 


nor can the American government suddenly disavow its obligations 
and responsibilities. The American naval vessels and the small con- 
tingents of American landed forces which have been maintained in 
China were placed and have been kept there solely for the purpose of 
assisting in the maintenance of order and security as affecting the 
lives, the property and the legitimate activities of American nationals, 
especially in regard to conditions of local disorder and unauthorized 
violence. These vessels and troops have never had in any sense any 
mission of aggression. It has long been the desire and expectation of 
the American government that they shall be withdrawn when their 
appropriate function is no longer called for. We had thought a few 
months ago that the opportune moment for such withdrawal was near 
at hand. The present, however, does not seem an opportune moment 
for effecting that withdrawal. 

Officers of the American government have repeatedly and earnestly 
advised American citizens, in face of dangers incident to residence in 
China, to withdraw and are making every effort to provide safe means 
whereby they may depart. During the current situation in China the 
American military and naval forces have rendered important service 
in protecting the lives of American nationals, in assisting in evacuat- 
ing Americans from areas of special danger, and in making possible 
the maintenance of uninterrupted communications with our nationals 
and our diplomatic and consular establishments in the areas in- 
volved. ... 


Source: Department of State Press Release, December 20, 1937. 
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APPENDIX VIII 


KEEPING OUT OF THE “NEXT WAR” 


TEXT OF THE LUDLOW RESOLUTION AS FINALLY REVISED: 


Section 1. Except in case of attack by armed forces, actual or im- 
mediately threatened, upon the United States or its territorial posses- 
sions, or by any non-American nation against any country in the 
Western Hemisphere, the people shall have the sole power by a 
national referendum to declare war or to engage in warfare over- 
seas. Congress, when it deems a national crisis to exist in conformance 
with this article, shall by concurrent resolution refer the question to 
the people. 

Section 2. Congress shall by law provide for the enforcement of 
this section. 

Section 3. This article shall become operative when ratified as an 
amendment to the Constitution by conventions in the several States, 
as provided in the Constitution. 


Source: Congressional Record, Seventy-fifth Congress, Third Session, 778. 
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CHRONOLOGY OF IMPORTANT EVENTS AFFECTING 
AMERICAN FOREIGN RELATIONS, 1937 


EUROPEAN AFFAIRS 


GENERAL 
January: 
2. Great Britain and Italy sign a “gentlemen's agreement” regulating the 
relations of both powers in the Mediterranean. 
24. Yugoslavia and Bulgaria sign a pact of non-aggression. 


February: 


13. The Netherlands declines Chancellor Hitler’s offer to guarantee her 
neutrality on the ground that inviolability is a right. 

13. Belgian government outlines its views on the advisability of a new 
Locarno Pact in a note to the British government. Germany and Italy had 
stated their views in notes dated March 12, and the French government had 
communicated its views on the subject on December 19, 1936. 

26. Giuseppe Motta, President of the Swiss Council, announces that Chan- 
cellor Hitler had promised to respect Swiss neutrality. 


March: 


25. Italy and Yugoslavia sign a five-year treaty of friendship and non- 
aggression. 


April: 
1-2. Representatives of Little Entente nations meet at Belgrade to consider 
the problem created by the conclusion of the separate Italo-Yugoslav treaty. 
21-22. Premier Mussolini and Chancellor Schuschnigg of Austria meet in 
Venice to discuss Italo-Austrian relations. Mussolini refuses to pledge armed 
intervention to guarantee Austrian independence and also bars the conclusion 


of an Austro-Czechoslovakian treaty except after previous consultations with 
Italy and Hungary. 


May: 


17. Premier Blum notifies Social Democratic Congress in Prague that France 
will come to the aid of Czechoslovakia, if attacked. 

26. Egypt is admitted to membership of the League of Nations by a unani- 
mous vote of the Assembly. 


June: 


22. British Royal Commission signs report recommending partition of Arab 
and Jewish states in Palestine. 
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July: 
23. King Leopold of Belgium, in an open letter to Premier Paul van 


Zeeland, urges the creation of an international independent organization to 
help in solving the world’s economic problems. 


October: 


19. Following disturbances in Bohemia, German press starts a violent cam- 
paign against the Czech government, claiming that Germany has the right to 
support the Nazi party in Czechoslovakia. 


November: 


5. Germany and Poland sign an agreement under which Polish and German 
racial minorities in the two countries will enjoy equal rights, with full freedom 
of language, customs and religion. 


December: 


2-18. Foreign Minister Delbos visits the capitals of Poland, Rumania, Yugo- 
slavia and Czechoslovakia to sound out their sentiments toward France. Com- 
muniqués are issued in each country upon his departure stressing the solidarity 
between France and her allies. 


BELGIUM 
April: 
24. In an exchange of notes by Great Britain, France and Belgium the two 
former countries release Belgium from her obligations under the Locarno 
Treaty while they continue to guarantee her neutrality. The declaration also 


notes that the release of Belgium does not affect in any way the agreements 
in existence between Great Britain and France. 


October: 


13. In an exchange of notes Germany pledges to respect the inviolability 
and integrity of Belgium. 


FRANCE 
June: 


21. Premier Léon Blum’s Popular Front Cabinet resigns after the Senate 
rejects for the second time a measure granting the government extensive fiscal 
powers to meet the financial crisis. 

22. Camille Chautemps forms new Cabinet which includes former Premier 
Blum as Vice-President of the Council without portfolio. Full fiscal powers are 
voted to the new government on the 29th. 


July: 


1. Government decrees the nationalization of all railroads, which are to be 


merged into a single national company with the government holding 51 per 
cent of the shares. 


December: 


1. In a speech in Paris, French Finance Minister Georges Bonnet urges the 
formation of a Washington-London-Paris axis to insure the maintenance of 
peace and to save liberty. 
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GERMANY 
January: 

30. Chancellor Hitler addresses the Reichstag on the fourth anniversary of 
his accession to power, reviewing the achievements of his régime and reiterat- 
ing Germany's claim to her former colonies. Motion to extend for another 


four years the Enabling Act authorizing the government to decree laws with- 
out parliamentary aid is unanimously adopted by the Reichstag. 


March: 


2. Mr. Anthony Eden informs the House of Commons that the British 
government was not considering any transfer to Germany of territory under 
British control, thereby inferentially rejecting Germany's colonial demands. 





September: 

4. Commenting on speeches by German officials at the Stuttgart Congress of 
Germans Abroad, Secretary Hull declares that all foreigners acquiring Amer- 
ican citizenship are required to foreswear allegiance to any foreign state and 
y that there could be no question of ties to their former homelands. 

7-13. Chancellor Hitler declares in a statement to Nazi Party Congress at 
Nuremberg that colonies are an “economic necessity.” In a second speech to 
foreign press correspondents he declares that Germany will not tolerate the 
spread of the Bolshevist influence, especially in Spain. 

25-29. Premier Mussolini visits Germany. On the 28th he and Chancellor 


4 Hitler deliver speeches emphasizing their desire for peace. 

O 

O October: 

'S 25. Vice-Chancellor Goering outlines plan for the organization of all 


German citizens abroad to further the German self-sufficiency program. 
28. In a speech in Rome Premier Mussolini declares that one of the condi- 
tions necessary to promote peace in Europe is the restoration to Germany of her 
'y pre-war colonies. 


November: 


1. Mr. Eden denounces Premier Mussolini's support of Germany's colonial 
demands. 
17-21. Viscount Halifax visits Berlin for exploratory conversations with 


Cm Chancellor Hitler. 

| December: 

“4 3. United States Chargé d’ Affaires in London insists that American interests 
are to be safeguarded in any transfer of colonies or mandates to Germany, and 
that the United States will claim the treaty right to say whether the German 
flag should fly over any colony held by or mandated through the Allied powers. 

be 

er GREAT BRITAIN 
May: 

14. Prime Minister Baldwin opens the Imperial Conference in London. 
the 28. Mr. Baldwin resigns as Prime Minister and is succeeded by Mr. Neville 


Chamberlain. 
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June: 
15. British Imperial Conference closes. No specific declarations are pub- 
lished. 
ITALY 
February: 


20. Ethiopian natives attempt to assassinate Viceroy Graziani and other 
Italian officials in Addis Ababa. 


March: 


5. United States plans to end diplomatic representation in Ethiopia. This 


action does not represent recognition of Italy's conquest but accords with usual 
practice. 


April: 

18. Government takes control of the naval construction industries. 
May: 

16. Premier Mussolini announces a program for economic self-sufficiency. 
October: 


14. After repeated denials of native uprisings in Ethiopia Rome admits that 


102 Italian officers and men and an unspecified number of native troops were 
killed in Ethiopia during September. 


November: 


16. Yugoslavian Minister to Italy presents his credentials to King Victor 
Emanuel as “King and Emperor,” thereby implying Yugoslavia’s recognition 
of Italy’s conquest of Ethiopia. 

20. Premier Mussolini assumes the office of Minister for Italian Africa and 


becomes the head of five of Italy's ministries out of fifteen, besides holding the 
office of Premier. 


December: 


11. In a speech broadcast throughout Italy, Premier Mussolini announces 
Italy's decision to withdraw from the League of Nations. 


14. The Irish Free State recognizes Italy's conquest of Ethiopia. 


Russia (U.S.S.R.) 


November: 


21. American creditors of Soviet Russia renew representations to the 
Department of State urging the resumption of discussions with Soviet Russia 
regarding the settlement of confiscation claims. 


December: 


11. First direct secret ballot elections are held throughout the Soviet 
Union for the election of the Soviet Supreme Council, consisting of the Council 


of the Union, with 569 members, and the Council of Nationalities, with 574 
members. 








— 
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SPAIN 
January: 


1. German cruiser seizes a vessel of the Loyalist government in reprisal for 
the detention at Bilbao of the arms cargo and a passenger from the German 
steamer Palos destined to the Spanish Insurgents. 

3. Germany announces that she will cease retaliation toward Spanish vessels 
if the cargo and passenger from the Palos are released. Spanish Loyalist gov- 
ernment refuses to make the release and declares that it will resist with “‘all 
means” at its command any act of aggression by the German fleet. 

3. Soviet government pledges itself not to ship planes and arms purchased 
in the United States to Loyalist Spain. 

5. Acting upon instructions from Berlin chief of German naval forces in 
Spanish waters issues ultimatum to Loyalist government that unless the cargo 
and passenger from the German steamer Palos are surrendered by 8 a.m. on the 
8th, the two Spanish merchant vessels seized in retaliation will be turned over 
to the Insurgent government. 

5. As the Neutrality Act is ineffective in cases of civil war, United States 
Department of State is forced to issue licenses for arms shipments to Spain 
before legislation is enacted by the new Congress to prevent such shipments. 

6. Loyalist government protests to the League of Nations against Germany’s 
seizure of Spanish merchant vessels and Italy’s dispatch of “volunteers” to aid 
the Insurgents. 

6. A joint resolution is passed by a vote of 80 to o in the Senate and 403 
to 1 in the House of Representatives forbidding arms shipments from the 
United States to Spain. The resolution is signed by President Roosevelt on 
the 8th. 

7. German and Italian governments submit almost identical replies to 
Anglo-French proposals for an immediate ban on alien volunteers in the 
Spanish civil war; both governments make their acceptance conditional on the 
acceptance of other powers and also urge the evacuation of foreign political 
agitators as well as soldiers. 

8. French government protests to the Insurgent government against the 
presence of German troops in Spanish Morocco contending that this consti- 
tutes a violation of the treaty of November 27, 1912, between France and 
Spain. 

10. British government addresses identical notes to France, Italy, Germany, 
Soviet Russia and Portugal urging them to take steps immediately to forbid 
their nationals from participating in the Spanish civil war. Great Britain also 
invokes the Foreign Enlistment Act of 1870, forbidding British subjects to 
enlist in foreign wars. 

10. United States Department of State issues warning that any Americans 
wishing to join either side in the Spanish war will do so without the protection 
of an American passport. 

11. Tension between France and Germany over Germany's alleged penetra- 
tion into Spanish Morocco is eased when Chancellor Hitler and French Am- 
bassador exchange formal assurances in Berlin to maintain the status quo in 
Spain and her possessions, including Spanish Morocco. 

15. French Chamber of Deputies approves bill recommended by Premier 
Blum giving the government the power to prevent the recruiting and the trans- 
port of volunteers to Spain. The Senate adopts the bill without a dissenting 
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vote on the 21st. The measure is to become effective when similar action is 
taken by other governments. 

17. Soviet government objects to the “unilateral” ban on volunteers for civil 
war service in Spain, contending that such action would handicap the Loyalists 
and benefit the Insurgents. 

19. Non-Intervention Committee in London announces receipt of replies 
from both Spanish belligerents regarding the proposed control scheme and the 
ban on volunteers. The Loyalist government accepts the plan in principle, but 
the Insurgents consider it unacceptable. 

20. Portugal rejects the proposed international control of the Spanish 
frontiers. 

25. Italian and German governments advise the Non-Intervention Committee 
in London that they are willing to enforce legislation banning volunteers to 
Spain after similar action has been taken by the other governments concerned. 

29. Non-Intervention Committee submits plan to stop foreign intervention 
in Spain. It calls for naval patrols of Spanish ports, the banning of arms ship- 
ments to both belligerents and the stationing of observers along the frontiers 
to report movements of foreign volunteer troops. 


February: 


2. Loyalist government accepts in principle the arms control plan submitted 
by the Non-Intervention Committee, but reserves the right to purchase 
munitions. 

5. Soviet government agrees in principle to ban arms shipments and volun- 
teers to Spain but objects to not being included in the naval patrol scheme. 

10. Portuguese government rejects the proposal for the stationing of foreign 
observers on Portuguese territory contending that such proceedings would be 
an affront to the national pride. 

16. Representatives of sixteen nations, including Great Britain, France, 
Portugal, Germany, Italy and Soviet Russia, agree on the naval control scheme 
and the ban on volunteers proposed by the Non-Intervention Committee; the 
Portuguese approval for the naval control scheme is still subject to the govern- 
ment’s approval. 

18. French government unanimously approves a series of decrees banning 
aid to both Spanish belligerents. The decrees are signed by President Lebrun 
on the 20th and will be subject to the lifting of the ban if other powers permit 
assistance to the Spanish belligerents. 

19. Chancellor Hitler signs the decree banning volunteers to Spain, the law 
to become operative upon action by the other powers concerned. Portugal's 
final consent is obtained on the 22nd, while Czechoslovakia agrees to the ban 
on the r9th, Denmark on the 23rd and the Irish Free State on the 24th. 

26. Soviet Russia and Portugal withdraw from participation in the naval 
control scheme planned to begin at midnight, March 6, to enforce neutrality in 
the Spanish civil war. Great Britain and France agree to assume the patrol 
assignments designated to them. 


March: 


2. Belgium announces approval of the naval control scheme and ban on 
volunteers. 

4. Non-Intervention Committee announces that the patrol scheme will be- 
come operative on March 20. 
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8. All twenty-seven nations represented on the Non-Intervention Committee 
unanimously approve the complete control scheme designed to insure non- 
intervention in Spain. An international board for non-intervention is constituted 
on the 12th which includes Great Britain, France, Germany, Greece, Italy, 
Norway, Poland and Soviet Russia. 

15. Spanish Ambassador appeals to the United States Department of State to 
take cognizance of the fact that Spain is invaded by foreign troops. 

25. Loyalist government protests to the Non-Intervention Committee against 
interference with its commerce in patrolling Spanish ports and announces that 
it will not permit foreign vessels to halt and search its ships. 

29. France and Great Britain reach a four-point understanding to act 
together if the non-intervention agreement is violated. 

April: 

1. Loyalist government, in a note to the British and French governments, 
charges that Italian troops, assisting the Spanish Insurgents, have invaded Span- 
ish territory, which constitutes a violation of all agreements and international 
law, as well as a violation of Article X of the League Covenant. 

1. Mexican government assures Secretary Hull of respect for the United 
States Neutrality Law concerning arms shipments to Spain, but declares that 
it will continue to give moral and material aid to the Spanish Loyalist govern- 
ment and will collaborate in any joint action designed to end the civil war 
in Spain. 

5. Government of the Netherlands bans arms shipments to the Spanish 
belligerents. 

15. After a second postponement, midnight of April 19th is set as the 
time for the beginning of the international control of Spanish frontiers. 

19. Loyalist government defies the international naval control scheme and 
orders its ships and planes to safeguard ships flying the Spanish flag, as well 
as vessels of other nations asking for protection in Spanish waters. 

May: 

5. In an effort to prevent American involvement in the Spanish civil war or 
other war preparations in Europe, Secretary Hull orders that all individuals or 
organizations soliciting relief funds are to register with the Department of 
State. 

27. Loyalist airplanes in a raid on Palma hit an Italian warship and 
endanger a German torpedo boat; Italian protest is rejected by the Loyalist 
government as being unjustified. As a result instructions are issued on the 29th 
to commanders of all Italian warships to fire on attacking aircraft. 

29. German battleship Deutschland, in the Insurgent-held port of Iviza, is 
hit by two bombs dropped by Loyalist airplanes; twenty-three men are reported 
killed and eighty-three wounded. As a result German government notifies the 
Non-Intervention Committee on the 31st of its refusal to participate in further 
deliberations of the Committee or in the patrol off Spain unless complete 
protection is assured against a repetition of such attacks on warships taking 
part in the international control. Italy backs the move of the German govern- 
ment and also withdraws from the Non-Intervention Committee and the 
patrol duty off Spain. 

31. German warships bomb the Loyalist naval harbor of Almeria in retalia- 
tion for the air attack on the Deutschland. Loyalist government protests to the 
League of Nations against this bombardment. 
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June: 


1. Secretary Hull announces that he has appealed to the German and 
Spanish governments through their Ambassadors in Washington for a peaceful 
adjustment of the situation arising out of the bombing of the German warship 
Deutschland and the shelling of the Spanish port of Almeria in retaliation. 

3. Great Britain submits a new plan to the governments of France, Germany 
and Italy for the resumption of the naval patrol off Spain providing for safety 
zones for patrol warships and immediate consultation of the four powers if 
any one of them is attacked. Italy accepts the plan with reservations on the 5th 
and the German reply is reported to be identical. France proposes that all 
twenty-seven nations represented on the Non-Intervention Committee take part 
in the control scheme. 

12. Great Britain, France, Italy and Germany sign an agreement calling for 
the mutual protection of foreign warships engaged in patrol duty off Spain, 
which is conditional upon acceptance of the Spanish Loyalist and Insurgent 
governments. 

16. Germany and Italy rejoin the Non-Intervention Committee and the 
naval patrol off Spain. 

19. Germany charges that two unsuccessful attempts were made by Loyalist 
submarines to torpedo the German cruiser Leipzig and requests an immediate 
consultation by the four naval powers as well as a naval demonstration off 
Valencia in retaliation for such attacks. Following British and French refusal to 
join in such a demonstration, Germany and Italy again withdraw on June 23 
from the naval patrol off Spain, but not from the Non-Intervention Committee. 

26. Loyalist government rejects the four-power proposal for safety zones for 
international patrol warships. 


July: 

1. Germany and Italy reject the Anglo-French joint patrol proposal. 

2. Great Britain and France renew their offer to take over the entire naval 
patrol; the plan is again rejected by Italy and Germany, who submit counter- 
proposals. 

3. Mr. Eden declares in a statement in the House of Commons that Great 
Britain is determined “to maintain the territorial integrity of Spain’ because 
of Britain's traditional attitude toward the Mediterranean route to the East. 

9. Non-Intervention Committee decides to entrust Great Britain with the 
task of finding a solution to end the deadlock over the enforcement of the 
naval patrol off Spain. 

13. France suspends the neutral control on her Spanish border and resumes 
liberty of action similar to the manner adopted by Germany, Italy and Portugal 
concerning frontier supervision. 

14. Great Britain outlines new international control scheme calling for the 
discontinuance of the naval patrol in favor of international observers at both 
Insurgent and Loyalist ports, the restoration of the land patrol and the with- 
drawal of volunteers, belligerent rights to be accorded to both sides after the 
Non-Intervention Committee had ascertained that the plan for the withdrawal 
of volunteers was working satisfactorily. 

16. All twenty-seven nations represented on the Non-Intervention Commit- 
tee accept the British compromise plan as a basis for discussion. The plan is 
rejected by the Insurgent government on the 17th on the ground that belligerent 
rights should not depend upon the withdrawal of volunteers. 

20. New deadlock results in the discussions over the application of the new 
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control plan, due to German and Italian insistence that belligerent rights be 
accorded to both sides before the discussion of the withdrawal of volunteers. 
29. Soviet government opposes the granting of belligerent rights to the 
Insurgents, contending that complete evacuation of all foreign nationals, in- 
cluding Moors, must precede the granting of such rights. 
31. Germany and Insurgent government sign agreement which provides for 
most-favored-nation treatment for both countries. 


August: 


4. It is made known in Rome that the Vatican has accepted the representa- 
tive of Insurgent Spain and has severed relations with the Loyalist government. 

6. French and Italian freighters and British tanker are bombed by unidenti- 
fied aircraft northwest of Algiers; France and Great Britain protest to the 
Insurgent government after neutral observer blames Insurgent planes for these 
attacks, while Italy accuses the Loyalist government. Charges are denied by 
the Insurgent government. 

6. Soviet Russia advises Non-Intervention Committee that she will grant 
belligerent rights to the Insurgent government only after the withdrawal of 
all foreign volunteers, including the Moors. 

15. Spanish Loyalist ship Ciudad de Cadiz is sunk in Turkish territorial 
waters by an unidentified submarine, believed to belong to the Insurgents; 
another Spanish ship, the Armuru, is sunk on the 18th in the same region. 
Loyalist government blames Italian submarines for the sinking of both vessels 
and protests to the League of Nations under Article XI of the Covenant. 

17. British government orders warships to attack submarines which threaten 
British shipping in the Mediterranean. French Ministry of Marine announces 
on the 22nd that similar instructions have been issued to French vessels. 

25. Insurgents occupy Santander. Italians are the first to enter the city and 
the capture is hailed in Italy as an Italian victory. 

26. British government warns Insurgent headquarters that further attacks on 
British shipping in the Mediterranean will not be tolerated. Turkish govern- 
ment also issues a warning that any submarine caught in Turkish waters and 
refusing to surrender will be sunk. 

31. Russian tanker Timiraiev is sunk by an unidentified submarine off 
Algiers and the same fate overtakes the British oil tanker Woodford on Sep- 
tember 1. British Admiralty also announces on the same day that the destroyer 
Havock had been attacked at night by an unidentified submarine and had 
counter-attacked by depth-bombs, the result of the counter-attack being 
unknown. 


September: 


3. Soviet freighter Blagoiev is sunk by an unidentified submarine off Spain. 

4. Secretary Hull declines Uruguay's proposal to accord belligerent rights to 
the Spanish Insurgents. The proposal is also rejected by Colombia on the 14th 
and by Ecuador on the 16th. 

10. Mediterranean powers, except Italy, meet in conference at Nyon, Switzer- 
land, at the invitation of British and French governments, to consider a scheme 
for patrol against Mediterranean ‘“‘piracy.” An agreement is signed on the 
14th by the nine powers represented. A supplementary agreement authorizing 
patrol ships to fire on aircraft and surface vessels as well as submarines attack- 
ing neutral shipping is signed on the 18th. 
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14. Italian government advises British and French governments that it de- 
clines to adhere to the terms of the Nyon agreement unless it is granted patrol 
parity with Great Britain and France. 

17. Great Britain and France advise the Non-Intervention Committee that 
owing to changed circumstances in the Mediterranean they are compelled to 
withdraw from the international naval patrol off Spain, as henceforth all their 
vessels will be required for the anti-piracy patrol in the Mediterranean. 

18. Spanish Foreign Minister requests League Assembly to act on German 
and Italian aggression in Spain. On the 28th British and French delegates 
decline to act on the appeal, while other delegates are in favor of it. 

20. League Assembly refuses to reélect Spain to the Council of the League. 
This defeat, however, does not affect the status or the rights of the Spanish 
Loyalist government in the League, and it will continue to sit in the Council 
when its own appeal is considered. 

21. Italy accepts Anglo-French proposal calling for her participation in a 
conference of naval experts in Paris to discuss changes in the Nyon agreement 
in order to permit Italy’s adherence in the patrol. 

23. British government broadcasts the announcement that Italy has promised 
to discontinue sending volunteers to Spain. 


October: 


2. Soviet Russia asks Non-Intervention Committee in London for the right 
to send arms to the Spanish Loyalist government and urges that the non- 
intervention scheme be abolished. 

2. French Cabinet decides not to change its non-intervention policy in the 
Spanish civil war. 

2. League Assembly adopts by a vote of 32 to 2 the resolution of its 
Political Committee recommending the abolition of non-intervention in Spain. 
Thirteen countries refrain from voting (Austria, Hungary and Latin American 
countries) and Albania and Portugal vote against the resolution, thereby pre- 
venting the unanimity necessary to make the resolution technically binding 
upon the League. 

2. Great Britain and France invite Italy to discuss the withdrawal of volun- 
teers from Spain. Italy declines the invitation on the 9th, and on the 13th 
Great Britain and France agree to the Italian proposal that the question of 
withdrawal of volunteers be left for the consideration of the Non-Intervention 
Committee. 

4. British destroyer Basilisk is reported to have been attacked by an un- 
identified submarine off the east coast of Spain and to have dropped depth- 
bombs in retaliation. The British Admiralty denies the attack on the 8th. 

5. President Roosevelt in a speech at Chicago strongly attacks the belligerent 
powers of Western Europe, saying: “In times of so-called peace ships are 
being attacked and sunk by submarines without cause or need” and ‘‘nations 
are fomenting and taking sides in civil warfare on nations that have never done 
them any harm.” 

5. League Council adopts resolution condemning attacks on merchant ship- 
ping in the Mediterranean. 

8. Loyalist government reiterates its readiness to withdraw all foreign troops 
provided the Insurgents do likewise. 

13. British and French warships include the Balearic Islands in their patrol 
in order to prevent the seizure of the strategic island of Minorca. 

16. Italy submits plan to Non-Intervention Committee for the withdrawal 
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in equal numbers of volunteers from both sides in Spain. The proposal is 
opposed as the Italians in Spain are estimated to outnumber the volunteers on 
the Loyalist side by six to one. Backed by Germany and Portugal, Italy again 
insists on the 19th that belligerent rights be accorded before the withdrawal of 
volunteers. On the 20th both Italy and Germany agree to the postponement of 
belligerent rights until after “token” withdrawals of volunteers. 

21. General Franco, Insurgent leader, forms a national council of the 
Falange, or state party, which is modeled on the Fascist Grand Council in Italy. 

30. A decree of President Azafia announces the removal of the Loyalist 
government from Valencia to Barcelona. 


November: 


2. United States Department of State declines the proposal of the Cuban 
government that the American republics seek to halt the Spanish civil war. 

4. Non-Intervention Committee decides to revert to the original British plan 
for the withdrawal of volunteers, submitted on July 14. Soviet Russia concurs, 
with reservations, on the 16th. Insurgent government approves the plan on the 
23rd and suggests at the same time that belligerent rights be accorded to both 
sides after the withdrawal of 3,000 volunteers from each contending army in 
Spain. Loyalist government accepts the British plan on December 1. 

4. Prime Minister Chamberlain states in the House of Commons that nego- 
tiations have been started with the Spanish Insurgent régime for an exchange 
of agents without diplomatic status to protect British interests. An official 
announcement for the exchange of such agents is issued on the 11th in Great 
Britain and Insurgent Spain. 

9. General Franco proclaims a naval blockade of Loyalist ports. Great 
Britain protests on the 9th against such a blockade, contending that the 
Insurgent government lacks the authority since belligerent rights have not been 
accorded to it. 

11. Italian navy joins the anti-piracy patrol in the Mediterranean. 

11. Secretary Hull announces that the United States will appoint the former 
American consul at Bilbao as its representative for safeguarding American 
interests in Insurgent territory. 

21. Hungary extends formal recognition to the Insurgent régime. 


December: 


1. Japanese government extends formal recognition to the Insurgent régime. 

2. Reopening of the United States consulate in Bilbao is delayed because of 
United States representative's refusal to deal with the Insurgent régime. This 
causes his recall to the United States. Secretary Hull announces that the 
United States has no intention of extending formal recognition to the Insurgent 
régime. 

6. Portugal appoints a special representative to the Insurgent régime. 

10. Guatemela appoints a representative to the Insurgent régime. 

11. Dutch freighter Hannah is sunk in the Mediterranean by an unidentified 
submarine. This is the first of such incidents in more than two months after 
the establishment of the Franco-British anti-piracy patrol in the Mediterranean 
on September 14. 

14. Denmark concludes a barter agreement with the Insurgent régime. 

21. Yugoslavia appoints a special representative to the Insurgent régime. 
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FAR EASTERN AFFAIRS 


CHINA 
See also Sino-Japanese Dispute 


January: 


3. Chinese Council of State revokes the ten-year prison sentence imposed on 
Marshal Chang Hsueh-liang for his seizure of General Chiang Kai-shek, the 
national leader. Full civil rights are restored to General Chang Hsueh-liang 
on February 18. 

26. Inspector-general of customs reports that smuggling in the demilitarized 
area in East Hopei is again increasing. 

28. Nanking government announces that peace has been made with the 
Shensi rebels. 


February: 


20. Kuomintang (Chinese Nationalist Party) seeks reconciliation with the 
Chinese Communists. On the 21st it rejects Japanese proposal for joint action 
against Communists. 


JAPAN 


See also Sino-Japanese Dispute 
January: 


23. Cabinet resigns following charges that it is controlled by the army. 

28. General Ugaki fails to form a new Cabinet because of army opposition. 
General Hayashi is entrusted with the task of forming a new Cabinet and the 
new Cabinet assumes office on February 2. 


February: 


12. As a result of popular protests against high taxes, Japanese Cabinet 
reduces the 1937-38 budget by some 270 million yen. No reductions are made 
in the final military estimates submitted to the Diet on the 27th. 


March: 


3. N. Sato, Japanese Ambassador to France since 1933, is appointed Minister 
for Foreign Affairs. 

18. Reports from Kalgan, Chahar, confirm the establishment of a new 
régime, sponsored by Japan, of Mongolians in Northern China under Prince 
Teh Wang. The new nation adopted the name ‘“Mongokuo.” 

22. Soviet government orders the expulsion of Japanese Shipping Company 
from Vladivostok because of alleged espionage activities. 

31. The dissolution of Parliament is forced by the army on the last day of 
the session. New elections are called for April 30. 


April: 


30. General elections result in an overwhelming defeat for the Hayashi 
Cabinet, the Opposition gaining 400 out of 466 seats. 


May: 
31. Premier Hayashi and his Cabinet resign. 
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June: 


3. Prince Konoye forms a new Cabinet, which includes former Premier 
Hirota as Foreign Minister. 

15. Japanese government announces the adoption of a five-year plan pro- 
viding for the economic expansion of the country. 

19. Soviet occupation of two islands on the Amur River precipitates con- 
troversy between Moscow and Tokyo. After several clashes and the sinking of 
a Soviet patrol boat, an agreement is reached in July providing for the with- 
drawal of troops from the disputed area. 


August: 


2. Another “incident” between Soviet Russia and Japan occurs when the 
Soviet government protests to Japan against the wrecking of its consulate at 
Tientsin. Japan denies responsibility for the occurrence. 

19. Soviet government closes two consulates in “Manchukuo” in protest 
against treatment of its officials. 


September: 


13. Soviet Russia notifies Japan that permission will be revoked to operate 
Japanese consulates in Odessa and Novosibirsk as of November 15. 


November: 


6. Agreement is signed in Rome providing for the inclusion of Italy in the 
German-Japanese anti-Communist pact, signed in November, 1936, thereby 
enlarging the Rome-Berlin axis into a Rome-Berlin-Tokyo axis. 

29. Italian government recognizes “Manchukuo.” 


Sino-Japanese Dis pute 
July: 

7. Clash between Chinese and Japanese soldiers near Peiping precipitates a 
new conflict between China and Japan. 

11. Japan announces that she will increase her troops in North China, 
which brings warning from Nanking government that it will not tolerate an 
increase of alien troops nor an infringement of sovereignty. 

12. Japan presents four demands to Hopei-Chahar Political Council for the 
settlement of hostilities in North China, calling for the withdrawal of troops 
from the area of disturbance, the suppression of anti-Japanese movements and 
codperation against Communism. The Nanking government rejects these 
demands. 

12. Secretary Hull consults with both Chinese and Japanese Ambassadors in 
Washington and expresses the hope of the United States government for a 
peaceful solution of the dispute. 

13. Secretary Hull announces that the United States has received a com- 
munication from the British government proposing joint action in the Sino- 
Japanese crisis, but that the United States intends to act independently in 
moves for peace and does not plan any new action for the time being. 

16. Secretary Hull, without naming Japan, issues a statement stressing the 
sanctity of treaties and urges a peaceful settlement of all controversies. 

16. Chinese government appeals to the United States and thirteen other 
nations claiming that the Japanese invasion constitutes a violation of China's 
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sovereignty, of the Nine Power Treaty, the Pact of Paris and the League of 
Nations Covenant. 

19. Japanese military authorities announce that an oral agreement has been 
reached between the Chinese and Japanese military authorities in North China. 
The Nanking government denies any part in the agreement. 

26. Japanese demand the withdrawal of the Chinese 37th division from 
the Peiping area within ten days and the withdrawal of Chinese troops from 
the Hankow Railway. Chinese government rejects the demand on the 27th and 
declares martial law in Peiping. 

27. United States, Great Britain and France make simultaneous but inde- 
pendent appeals to China and Japan to avoid the spreading of hostilities in 
North China. 

29. Japanese Foreign Minister tells the Diet that the Japanese government 
will reject any interference by another power in its conflict with China. 


August: 


4. Japanese Cabinet approves a supplementary budget of 408,000,000 yen 
for the campaign in North China; this brings the total allotted so far for the 
campaign in China to 517,000,000 yen. 

6. Secretary Hull declares that the law forbidding Americans to enlist in 
foreign armies will be enforced in the Sino-Japanese conflict. 

9. Shooting of a Japanese naval officer and a sailor by a Chinese guard at 
the Hungjao airfield at Shanghai precipitates hostilities in this area. 

12. In reply to Japanese demands Mayor of Shanghai announces, with the 
support of the Nanking government, that the guilty will be punished, com- 
pensation paid and an apology tendered should the investigations prove that 
Chinese have been guilty of slaying the two Japanese. He refuses, however, to 
accept the demand that the city be cleared of the Chinese militia and that the 
defenses within the area be dismantled. 

14. It is reported that United States, Great Britain and France appealed to 
both China and Japan urging that the undeclared war be kept out of Shanghai. 
Germany and Italy are reported to have made similar appeals. 

15. The bombing of the British cruiser Cumberland and the United States 
cruiser Augusta by Chinese flyers at Shanghai brings forth renewed protests by 
the United States and Great Britain, who urge the withdrawal of the Chinese 
and Japanese forces to a safe distance from Shanghai. 

16. Dr. Kung, the Chinese Finance Minister, reports that he has completed 
credit arrangements with the Skoda munitions works in Czechoslovakia; the 
report is confirmed by the Skoda plants. 

17. Chinese Legislative Yuan at Nanking adopts law for a general mobiliza- 
tion. 

17. Secretary Hull announces that the United States does not contemplate an 
immediate invocation of the Neutrality Act but will provide protection for all 
Americans in the danger zones until they have had an opportunity to be 
evacuated. British Cabinet likewise announces that British subjects desiring to 
leave Shanghai will be evacuated and “‘all possible measures” taken to protect 
British subjects in that area. 

20. The United States cruiser Augusta is again hit by a shell or bomb, 
injuring eighteen and killing one. President Roosevelt and Secretary Hull 
decide to treat the shelling as an accident. 

20. Chinese government requests foreign ships to move about five miles 
away from the Japanese warships in the Shanghai area, since the government 














APPENDICES 303 


could not be responsible for damages to such craft during operations against 
the Japanese. The request is rejected by United States and other officials. 

21. Chinese government signs a five-year pact of non-aggression with the 
Soviet Union. 

23. Secretary Hull again calls upon China and Japan to “refrain from resort 
to war.” 

25. Japanese Foreign Office announces a partial blockade of Chinese ship- 
ping. 

26. Sir Hughe Knatchbull-Hugessen, British Ambassador to China, is seri- 
ously wounded by bombs dropped from a Japanese airplane. 

30. The American passenger ship President Hoover is bombed off Shanghai 
harbor by Chinese planes which mistook it for a Japanese transport. The 
Chinese government accepts responsibility and promises redress. Secretary Hull 
issues warning to American ships to avoid the Shanghai area. 

30. Chinese delegate submits note to the League Council charging Japan 
with new aggression and refusal to submit to conciliation. It is made clear, 
however, that the note does not constitute an appeal to the League to take 
action in the dispute. 

31. General Chiang Kai-shek appeals to the leading foreign powers to halt 
the undeclared war in China. 


September: 


2. Various peace organizations in the United States appeal to President 
Roosevelt to invoke the Neutrality Act in the Far Eastern conflict. 

3. Representatives of Chahar Province meet at Kalgan, declare the inde- 
pendence of the province and set up an autonomous government, entirely 
separated from China, under the name of South Chahar Autonomous Govern- 
ment. 

3. Commenting on reports that the United States government is codperating 
with other powers in the Far East, Secretary Hull states that it is conducting 
its foreign policy independently, although similar interests may necessitate its 
consultations with other governments. 

5. Japan extends its blockade to the entire coast of China. The blockade does 
not apply to foreign shipping, although Japan reserves the right to stop 
merchant vessels in Chinese waters to ascertain their identity. 

6. President Roosevelt tells a press conference that he is reluctant to invoke 
the Neutrality Act in the Far Eastern conflict, since the situation there is 
different from conditions prevailing in Europe. 

13. China apeals to the League, invoking Articles X, XI, and XVII, but 
does not refer to the conflict as a war. She accuses Japan of invading her 
territory and violating her territorial integrity. The League Council refers the 
appeal to its Far Eastern Advisory Committee, and the United States announces 
on the 20th that it will send a representative to attend the meetings of the 
committee. 

14. President Roosevelt forbids government-owned ships to transport arms 
and munitions to China and Japan; he also states that other American vessels 
will carry such goods at their own risk. China contends that the embargo is 
unfair to her and favorable to Japan, but it is not modified. 

16. American steamer Wichita, carrying airplanes to China, is stopped at 
San Pedro, California, and ordered to unload her cargo. 

21. United States and Great Britain, acting independently, make repre- 
sentations to Tokyo against the threatened bombing of Nanking. Representa- 
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tions are also made at Shanghai on the 24th by the French, Italian and Soviet 
consuls. In spite of these protests Japanese bomb Nanking on September 
21st and 25th, killing and wounding hundreds of non-combatants. 

21. The League Far Eastern Advisory Committee meets, with the United 
States Minister to Switzerland in attendance, and invites the governments of 
China, Japan, Germany and Australia to participate in the deliberations. Ger- 
many declines on the 23rd and Japan on the 25th. On the 27th the committee 
unanimously adopts a resolution condemning the Japanese bombardments of 
Chinese open towns. This resolution is also unanimously adopted by the 
League Assembly on the 28th, and is endorsed by Secretary Hull on the same 
day. 

22. Chinese Communist Party pledges support to General Chiang Kai-shek. 

24. Admiral Yarnell announces at Shanghai that the United States naval 
forces will remain in Chinese waters to protect Americans. 

29. Japanese government, in reply to United States protest regarding the 
bombing of Nanking, states that it will not modify its course. 


October: 


3. British Labor Party backs a movement for the boycott of Japanese goods. 
A resolution to boycott Japanese goods is also adopted by the American Fed- 
eration of Labor on the 13th and by the Committee for Industrial Organization 
(CIO) on the 15th. 

4. British delegation at Geneva proposes that the signatories of the Nine 
Power Treaty be convoked in special conference to deal with the dispute and 
that Germany and Soviet Russia be invited to the conference. League Assembly 
unanimously approves a resolution to that effect on the 6th, and on the 7th 
Secretary Hull announces that the United States will join the conference. 

5. President Roosevelt's Chicago speech attacking aggressor nations and 
treaty-breakers is interpreted as aimed at Japan. The speech is criticized by 
certain peace organizations in the United States. 

9. Japan replies to League resolution denouncing her as an aggressor and 
gives her side of the dispute. 

12. The pro-Japanese Peiping Peace Preservation Committee decides to 
name the city Peking again instead of Peiping. 

16. Belgian government invites signatories of the Nine Power Treaty to 
convene in Brussels to discuss measures for ending the Far Eastern conflict. 
Germany and Soviet Russia are also invited on the 27th, but Germany declines 
to attend the conference. 

19. President Roosevelt announces that the American delegation will enter 
the conference “without any commitments to other governments.” 

19. Mongol princes announce through Japanese sources that an “autonomous 
Mongol government” will be inaugurated at the capital of Suiyuan Province. 

26. Japanese occupy Shanghai after two months of fighting. 


November: 


3. Nine Power Conference opens in Brussels. It sends another invitation to 
Japan on the 6th, proposing an exchange of views on the conflict. Japan rejects 
the invitation on the 12th. 

15. Brussels Conference approves declaration condemning Japan’s aggres- 
sion in China. Italy votes against the declaration and the three Scandinavian 
countries abstain from voting. 

16. Commenting on the censure vote of the Nine Power Conference at 
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Brussels, Japan warns that sanctions against her or aid extended to China will 
be considered as unfriendly gestures. 

22. Mexican Labor Party adopts resolution ordering the complete boycott of 
all Japanese goods and also urges the government to establish an embargo on 
Japanese imports. 

24. Brussels Conference, with Italy dissenting, adopts a declaration reaffirm- 
ing the principles of the Nine Power Treaty, admits that the conference can 
do nothing to reéstablish peace in the Far East for the time being without the 
coéperation of all countries interested in the Far East, urges Japan and China 
to cease the fighting, and adjourns. 

27. Japan takes control of mails, customs and communication facilities in 
the Shanghai area, notwithstanding objections by the British, French and 
United States representatives. 

30. Department of State announces that a note has been submitted to Japan 
demanding that the United States be consulted before any changes are made 
in the Chinese customs. 


December: 


1. Spanish Insurgent government recognizes “Manchukuo.” 

4. German Ambassador to China admits that he has transmitted to the 
Chinese government his government's offer to mediate. On the 5th General 
Chiang Kai-shek is reported to have rejected the German offer. 

6. Japanese authorities announce the formation of an autonomous govern- 
ment at Anyang, Honan Province. 

7. General and Mrs. Chiang Kai-shek leave Nanking for Hankow. 

7. Attack on Nanking begins with an aerial bombardment by ninety Japanese 
planes and the capture of the city is completed on the 13th. General Matsui 
formally enters the city on the 16th. 

10. After General Chiang Kai-shek’s reported rejection of German media- 
tion, Japanese Cabinet decides to rule out mediation and to continue the war 
until all Chinese resistance has been crushed and all anti-Japanese elements in 
China cease to operate. 

12. Japanese airplanes bomb and sink the United States gunboat Panay and 
three Standard Oil vessels in the Yangtze River above Nanking outside the war 
zone. 

12. British gunboat Ladybird is fired on by Japanese machine guns from the 
shore and is hit when she moves upstream, losing one of her crew. 

13. General Chiang Kai-shek declares that his government's withdrawal 
from Nanking will have no effect on China’s determination to continue the 
fighting to the bitter end. 

19. Mr. H. Saito, Japanese Ambassador to the United States, makes a public 
apology in a radio broadcast to the American nation for the sinking of the 
Panay, which he deplores as a “shocking blunder.” 

20. In answer to a letter from Senator Smathers urging the withdrawal of 
American ships and citizens from China Secretary Hull states that American 
ships and troops will be kept in the war zone as long as the present conflict 
continues. 

22. Reported from Shanghai that Japanese soldiers tore down the flag from 
an American hospital at Wuhu and threw it into the river; also that they 
forced their way into the Wuhu Academy and ordered the American flag there 
to be lowered. 
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23. Japanese establish an autonomous government in Nanking headed by a 
former Chinese official. 

24. Japanese government submits a second note of apology regarding the 
Panay bombing, which is accepted by the United States Department of State 
conditional upon respect for American rights in China in the future. 

27. Japanese military authorities at Shanghai announce that all foreigners, 
including Americans, will be subject to penalties, including capital punishment, 
for interference with Japanese military operations in the occupied areas. 

31. Reported from Tokyo that new Japanese peace terms have been trans- 
mitted to the Chinese government calling for: (1) the conclusion of an eco- 
nomic agreement granting Japan participation in China’s national resources, 
customs, transport and communications; (2) Chinese adherence to the anti- 
Communist pact; (3) stationing of permanent Japanese garrisons in China; 
(4) the creation of demilitarized zones, specified by Japan; (5) formation of 
an independent government in Inner Mongolia; (6) payment of an indemnity 
for losses incurred by Japan in the present conflict. 


INTERNATIONAL FINANCE 
January: 

11. Netherlands Court of Appeals confirms the earlier judgment of a lower 
court in upholding the gold clause. 

11. United States Supreme Court unanimously upholds the government in 
the imposition of a retroactive tax of 50 per cent on profits made from silver 
deals while the Silver Purchase Act was being passed through Congress. 

19. United States Congress passes the bill extending until June 30, 1939, 
the President's power to devalue the dollar and to control the $2,000,000,000 
stabilization fund. 

30. Swedish Supreme Court rules that the government's dollar loan of 1924 
is not payable in gold but in paper dollars. 

31. British House of Lords rules that the 514 per cent United Kingdom 


dollar bonds, placed in the United States in 1917, are payable in United States 
dollars as devalued since 1933. 


March: 


1. The United States Supreme Court, in a 5 to 4 decision, reaffirms and 
extends its 1935 decision sustaining the invalidation of gold clauses in private 
contracts. 

5. French government adopts a series of important financial measures de- 
signed to encourage the return of capital to the country and to check the 
continual speculation against the franc, preparatory to launching a national 
defense loan of about 10,000 million francs. 


June: 


17. The Bank of the Netherlands suspends the embargo on the export of 
gold coins and bullion. 

25. British Chancellor of the Exchequer advises the House of Commons 
that the government plans to add £200,000,000 to the exchange equalization 


fund. House of Commons approves the increase on the 28th and royal approval 
is given to the bill on July 6. 
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30. Special powers are granted to the French government to deal with the 
monetary crisis. 


July: 

1. Identical notes are submitted to the French Finance Minister by the 
British Chancellor of the Exchequer and the United States Secretary of the 
Treasury giving assurances that their governments intend to continue the 
tripartite currency agreement. 

12. United States Treasury signs an agreement with China providing for the 
sale of sterilized gold to China in exchange for Chinese silver. 

15. United States and Brazil sign an agreement under the terms of which 
the United States will make available to Brazil gold in the amount of up to 
$60,000,000 for the protection of Brazil’s currency against exchange fluctua- 
tions in return for Brazil's assurances to keep open her markets for United 
States goods and to remove from her tariff laws provisions which have been 
unfavorable to United States commerce. 

23. French government decrees a revaluation of the reserves of the Bank of 
France at 43 milligrams of gold to the franc instead of 49 milligrams, as 
formerly, and to use the estimated proceeds of approximately 8,000 million 
francs for supporting the market in rentes. 

23. Japanese government announces its decision to revalue the gold reserves 
of the Bank of Japan and to increase the book value of the metal almost 
threefold. It also plans to set up an exchange stabilization fund. 


September: 


10. Mexico withdraws all restrictions on the issuance of paper money by the 
Bank of Mexico. 

12. United States Treasury reverses temporarily its policy of “sterilizing” 
gold, started in December, 1936. The Treasury plans to transfer $300,000,000 
in sterilized gold to its deposit account with the Federal Reserve banks in 
order to maintain an easy money policy. 


November: 


8. United States Secretary of the Treasury announces that $10,250,000 in 
gold has been sold to France under the terms of the tripartite monetary agree- 
ment, and as the London price for gold has risen to approximately $35.22 per 
ounce, a slight profit was realized on the sale. 

23. British Court of Appeals upholds the gold clause in a dispute over 
bonds issued before Great Britain went off the gold standard. The court cited 
a previous ruling in the House of Lords as a precedent. 


December: 


28. United States Treasury Department announces that the silver-buying 
agreement with Mexico, which has been on a monthly basis throughout the 
year, will be continued on this basis. The announcement is criticized in the 
Mexican press. 

30. United States Secretary of the Treasury announces that the United 
States is continuing its silver buying agreement with Canada and China. 

31. President Roosevelt fixes the price the Treasury will pay for newly 
mined silver after January 1, 1938, at 64.64 cents an ounce. The new price 
represents a reduction of about 13 cents an ounce. 
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FoREIGN DEBTS 


February: 


20. “Standstill” conference in Berlin closes with the renewal of the agree- 
ment for another year until February 28, 1938. 


November: 


20. Brazilian Congress suspends payments on all foreign debts, but the 
Finance Minister is authorized to open negotiations with creditors for the 
conclusion of new agreements. 


December: 


13. Germany and her creditors in conference at London prolong for another 
year—from February 28, 1938, to February 28, 1939—the “standstill” agree- 
ment on Germany’s short-term debts. This is the eighth renewal, and it covers 
about $394,000,000, the American share being approximately $100,000,000. 

15. The government of Hungary assumes payment on its war debt to the 
United States and forwards a check in the amount of $9,828, which is not 
termed a “token” but a “‘partial” payment, and represents the first payment 
made by any government except Finland since the Hoover Moratorium of 1932. 


LATIN AMERICA 


GENERAL 
May: 
26. President Roosevelt submits message to Congress calling for the ratifica- 


tion of various treaties signed at the Inter-American Conference for the 
Maintenance of Peace at Buenos Aires in December, 1936. 


June: 


29. United States Senate ratifies eight treaties signed at the Inter-American 
Conference for the Maintenance of Peace at Buenos Aires in December, 1936. 


August: 


7. At President Roosevelt's and Secretary Hull's request a resolution is 
introduced by Senator Walsh providing for the leasing of over-age destroyers 
to Latin American republics, specifically to Brazil. Owing to Argentina's objec- 
tion and widespread unfavorable comment on the subject, Secretary Hull 
announces on the 13th that the plan has been indefinitely postponed. 

10. League of Nations announces the decision of El Salvador to withdraw 
from membership. 

30. New boundary dispute arises between Nicaragua and Honduras over 
claim to disputed territory shown in map on a Nicaraguan postage stamp. 


October: 


22. Honduras and Nicaragua accept mediation offer tendered on the 21st 
by the United States, Costa Rica and Venezuela for the settlement of their 
boundary dispute. 

24. Reported that several hundred Haitian laborers were slain when seeking 
entry into border towns of the Dominican Republic. 
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November: 


6. Reports of further massacres of Haitians in border towns of the Domini- 
can Republic cause difficulties between both countries and bring a plea by the 
United States Department of State that the dispute be settled by peaceful 
means. On the 13th the government of Haiti requests the good offices of the 
United States, Cuba and Mexico to settle the differences, and these countries 
comply on the following day. 


December: 

6. Under Secretary of State Sumner Welles restates the Monroe Doctrine 
and warns foreign powers against any encroachment in the Western Hem- 
isphere. 

10. Nicaragua and Honduras agree to withdraw all forces not normally 
maintained at their frontiers, to refrain from all preparations for war, and to 
suspend all purchases of arms and munitions for a period of six months. 

14. President Vincent of Haiti, at the suggestion of the United States, Cuba 
and Mexico, invokes the Gondra Pact of 1923 and the Convention of Con- 
ciliation of 1929, with a view to settling the dispute with the Dominican 
government. Haiti and the Dominican Republic exchange anti-war pledges on 
the 26th. 


BOLIVIA 


See also Chaco Dispute 
March: 
13. Bolivian government confiscates holdings and cancels oil concessions of 
foreign companies and authorizes the Bolivian National Oil Deposits to take 
over the oil lands. 


July: 

13. Provisional President David Toro is ousted in a bloodless coup, and 
the Presidency assumed by Lieutenant Colonel German Busch. The new 
régime is recognized by the United States on July 22nd. 

31. Cabinet approves by unanimous vote the abandonment of state socialism 
and the reinstitution of the Constitution of 1880, providing for a democratic- 
republican form of government. 


BRAZIL 


March: 


2. President Vargas sends a special message to Congress asking for an 
extension of a ‘‘state of war” throughout Brazil for another ninety days. The 
extension is approved by the Congress. The state of war was first proclaimed 
in March, 1936, and was subsequently extended. 


June: 
17. President Vargas orders the restoration of constitutional rights through- 


out the country after a state of war for almost nineteen months. A state of war 
is again proclaimed on October 1. 
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November: 


4. Brazil announces that she will abandon her price-fixing program for 
coffee, reduce the present export tax on coffee by approximately 75 per cent and 
adopt a program of open competition. 

10. President Vargas issues a decree providing for the dissolution of the 
Federal Congress, the State Assemblies and Municipal Councils, and promul- 
gates a new Constitution setting up a “corporate” state. On the 13th he 
denies that the new régime is of a Fascist character. 

12. President Vargas issues a decree calling for the dissolution of the 
Integralista (Fascist) party as a political organization. 

December: 

3. President Vargas orders the dissolution of all political parties registered 

as such. 


21. Nazi activities throughout the state of Rio Grande do Sul are banned, 
and the Nazi headquarters at Porto Alegre are closed. _ 


CuHaco DIsPuTE 
January: 


9. Chaco Peace Conference in Buenos Aires initials an accord for the 
maintenance of the military status quo in the disputed Chaco region and for 
free commercial traffic in its western section. 


February: 


20. League of Nations Secretariat announces that the withdrawal of Para- 
guay from membership has become final. (Paraguay announced her intention 
to withdraw from the League on February 23, 1935, when the League at- 
tempted to settle the Chaco dispute between Paraguay and Bolivia.) 


May: 


22. Representatives of Bolivia and Paraguay announce at the Chaco Peace 
Conference in Buenos Aires that their governments have agreed to resume 
diplomatic relations. 


June: 


9. In spite of a previous announcement, the Bolivian Foreign Minister states 
that Bolivia will not resume diplomatic relations with Paraguay. The Chaco 
Peace Conference meets and calls for adherence to the promise made by both 
countries. 

13. Paraguayan army mutinies against President Franco's attempt to enforce 
the terms of the peace pact. 

17. Paraguayan army refuses to retire from its Chaco positions, and Presi- 
dent Franco abandons efforts to enforce the pact. Chaco Peace Conference 
decides to send a neutral commission to investigate the situation. 


August: 


15. Dispute over the enforcement of the Chaco peace pact causes a political 
crisis in Paraguay. 
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September: 


13. New crisis develops as a result of the arrest of two neutral observers by 
a Paraguayan patrol within the neutral zone set up by the Chaco Peace Con- 
ference. Paraguay apologizes on the 15th and pledges that such incidents will 
not occur again. 


CuBA 
May: 


30. Cuban House of Representatives passes an amnesty bill, under the terms 
of which former President Machado and officials of his régime would be 
liberated. 


July: 
25. Colonel Batista announces a twenty-point plan providing for the re- 
habilitation of the country and the regulation of every industry of the island. 


September: 


3. Law for the protection of small sugar-cane growers goes into effect. (The 
law establishes a protective fund for the small growers, specifies rates of pay- 
ment by the mills, moratoria and the settlement of debts, the regulation of 
rentals for sugar-cane growing properties, wages for field and industrial labor 
and fines and penalties.) 


December: 


17. Law is promulgated authorizing the government to open dispossession 
proceedings wherever land titles are in doubt. The measure is expected to help 
the government to speed up the distribution of the lands to indigent farmers 
under the provisions of the three-year plan. 

20. Cuban Senate passes the amnesty bill passed by the House in May. The 
bill is signed on the 23rd. 


MEXICO 
March: 


1. Mexico requests the abrogation of the obsolete Article VIII of the 
Gadsen Treaty of 1853 with the United States. This article provided transit 
privileges for United States troops across the Isthmus of Tehuantepec. 

2. Mexican government establishes a national oil company which may com- 
pete with foreign companies. 


April: 

13. New treaty is signed with the United States ending Article VIII of the 
Gadsen Treaty. 

29. President Cardenas expropriates land owned by the Colorado River 


Company in Lower California, and representing an investment of over 
$10,000,000 of American capital. 


June: 


24. The government decides to expropriate the National Railways of 
Mexico. 
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29. United States Senate ratifies the treaty waiving the rights given to the 
United States in the Gadsen Treaty of 1853. 


August: 


4. United States and British oil companies protest against the adverse ruling 
against them by the Mexican Board of Arbitration as a result of strikes in June. 


September: 


1. A National Petroleum Administration is established to regulate the oil 
industry. Foreign leases are to be turned over to this organization upon their 
expiration. 

5. United States Ambassador Daniels appeals to Mexico not to force the 
oil companies from the country and expresses the hope that the Morrow-Calles 
agreement will remain undisturbed. 

10. Cane-growing lands on which sugar mills are located are made subject 
to expropriation. They had previously been exempt. 


October: 


14. United States consuls and diplomats meet in Mexico to study conditions 
pertaining to foreign business investments in Mexico. Sefior Beteta, Mexican 
Under Secretary for Foreign Affairs, advises them that land seizures in Mexico 
will continue under the government's program for “Mexicanization” of the 
country. 


November: 


2. Mexican judge refuses to hear the first case challenging the constitu- 
tionality of the government's land seizure program, thus making it impossible 
for expropriated landowners to have recourse to legal action. 

4. President Cardenas nationalizes 350,000 acres of oil lands leased to 
subsidiary companies of the Standard Oil Corporation of California and 
500,000 acres of sub-soil land leased to the French-financed Compatiia Agricola 
y Colonizadora de Tabasco. 

12. President Cardenas signs a special contract with the British-controlled 
Mexican Eagle Company for concessions in the Poza Rica oil field. 

25. President Cardenas asks the National Railway Workers Syndicate to 
take over and operate the National Railways System. 


December: 


2. President Cardenas decides to leave the management of the nationalized 
railways temporarily with the former directors. A new government department 
is established on the 4th to operate the lines until “direct exploitation” by the 
workers can be arranged. 

9. The government proposes to American oil companies operating in Mexico 
an arrangement similar to the agreement recently concluded with British 
interests. 

18. Mexican Board of Arbitration rules that the wages of the oil workers 
are to be increased about one-third. American and British companies issue a 
joint statement on the 19th contending that the ruling violates the Mexican 
labor laws and represents a “glaring denial of justice.” On the 29th the 
companies petition the Mexican Supreme Court for a permanent injunction 
against the ruling. 
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28. President Cardenas expropriates American properties at Agua Caliente 
and Tia Juana on the ground that such properties are no longer in use and 
are needed for education and sanitation. 


PARAGUAY 
See also Chaco Dispute 
August: 


15. President Franco resigns and is succecded by Mr. Paiva, head of the 
Conservative faction. On the 16th the new government announces its intention 
to abandon state socialism and to return to a democratic form of government. 


September: 
7. Revolt breaks out in Paraguay in favor of restoration of Colonel Franco 
to the Presidency, but is suppressed. 
LEAGUE OF NATIONS 
March: 


6. Egypt formally applies for membership in the League and is admitted by 
unanimous vote of the Assembly on May 26. 


June: 


1. Relationship of the British Empire with the League of Nations discussed 
at the Imperial Conference in London. Unanimous adherence to the League in 
spite of all its failures is endorsed, and a broader basis to the functioning of 
the League is advocated. 


September: 


7. League Committee for the Study of Raw Materials adopts report calling 
for the better distribution of raw materials, and attacking the national self- 
sufficiency plans of certain countries. 


10. League Committee for the Reform of the Covenant reopens its sessions. 
Various proposals are submitted, and the one point on which members agree 
is the separation of the Covenant from the peace treaties. 


December: 

15. Foreign Office in Warsaw states the Polish government may have to 
reconsider its attitude toward the League if it manifests a tendency to engage 
itself in a battle of ideological doctrines. 

MUNITIONS 
March: 


13. French government publishes decree providing for the nationalization of 
the Schneider-Creusot Company, Europe’s largest armament firm. 


May: 


25. Imperial Conference in London appoints committee to consider ques- 
tions of mutual interest in the production and supply of munitions of war. 
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26. Sir Thomas Inskip informs the House of Commons that the British 
government will not interfere with the private manufacture of arms and 
ammunitions. 

September: 


23. Oslo Convention signatories (Belgium, Denmark, Finland, the Nether- 
lands, Norway, Sweden and Switzerland) recommend to the League an inter- 
national agreement for the supervision of the manufacture and trade in muni- 
tions and for publicity of arms expenditures. 


NATIONAL DEFENSE 


GENERAL 
January: 
11. The 1937 budget of the Soviet Union includes an item of 20,102,000,000 


roubles for military purposes, representing a 35.7 per cent increase over the 
preceding year. 


19. Canada’s national defense estimates amount to $33,703,873, an increase 
of $14,368,434 over last year’s estimates. 


February: 


1. With the help of French credits in the amount of 2,600,000,000 francs 
(about $120,900,000), spread over a period of five years, the Polish govern- 
ment plans to construct underground fortifications on the German and Soviet 
borders. 


2. French Chamber of Deputies approves by a vote of 405 to 186 the govern- 


ment’s national defense program providing for an expenditure of 19,000,- 
000,000 francs ($885,000,000) for a period of four years. 
16. British government issues a White Paper outlining the government's 


national defense program for the next five years at an estimated cost of 
£1,500,000,000. 


March: 


2. Fascist Grand Council approves a five-point militarization plan in order 
to meet the British program. 


3. Russian government provides organized military training for all children 
from the age of eight years. 

10. French Senate passes by a vote of 258 to 1 the national defense loan 
amounting to 10,500,000,000 francs (about $479,850,000). The Chamber of 
Deputies passes the amended bill by a vote of 474 to 38. 

29. Japanese Diet approves the budget for the fiscal year 1937-38, 
beginning April 1, providing for an expenditure of 2,815,300,000 yen (about 
$802,400,000). The budget is the largest in Japan’s history, and the defense 
appropriation, totaling 1,410,000,000 yen, also sets a new high figure. 


May: 


4. Italian Parliament approves Premier Mussolini’s 5,500,000,000 lire na- 


tional defense budget for the fiscal year 1937-38. This amount exceeds the 
1936-37 expenditures by 727,000,000 lire. 
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July: 


1. Soviet government announces the floating of a new defense loan in the 
amount of 4,000 million roubles. 


September: 


21. At opening session of the Netherlands Parliament Queen Wilhelmina 
announces plans for spending about twenty-five million guilders more than in 
1937 for national defense purposes. 

28. Budget figures of New Zealand for 1938 include an amount of 
£1,600,000 for defense purposes, which represents an increase of £408,000 
over the preceding year. 


October: 


4. British Labor Party at annual convention votes to support the govern- 
ment’s rearmament program. 

6. The 1938-39 budget for Denmark shows revenues at 477 and expendi- 
tures at 475 million kronen, including 60 million kronen for defense purposes, 
compared with 50 million allotted in the preceding year. 

23. Announcement is made from Nicaragua that all government employees 
will donate one month’s salary for rearmament purposes, the payment to be 
made monthly; it is planned to purchase the munitions in Europe. 


November: 


1. Philippine government announces plans to spend 25,000,000 pesos 
($12,500,000) for military purposes in the course of the coming year. The 
usual amount allotted for national defense is $8,000,000. 

3. French estimates call for an expenditure of 23,157,000,000 francs 
($771,900,000) for national defense purposes, or 3,172,000,000 francs ($105,- 
730,000) more than in the 1937 budget. 


December: 


2. French Minister of National Defense states that France is desirous of 
abrogating the section in the Treaty of Versailles banning fortifications along 
the Swiss border and that negotiations to that effect had been carried on with 
Switzerland for over a year. His proposal is unanimously backed by the 
Chamber of Deputies. 

13. Data compiled by the League of Nations show that the world’s expendi- 
tures for armaments in 1937 will amount to $11,857,000,000, or approxi- 
mately three times the amount spent in 1913. 

18. German War Ministry announces that the reorganization of the German 
army is completed in accordance with the decree issued by Chancellor Hitler 
on March 16, 1935, and that the world need not fear any new “surprises.” 


THE NAVAL RACE 
January: 
1. Great Britain lays the keels of two 35,000-ton battleships. 


8. President Roosevelt approves the construction of two new battleships. 


12. Japan announces that two new 515-ton torpedo boats will be launched 
during the month. 


15. Italian government notifies the British that it will not mount guns 








316 THE UNITED STATES IN WORLD AFFAIRS 


exceeding a 14-inch caliber on future battleships, if all other important naval 
powers accept the limitation. 

19. Announcement is made in Tokyo that the Japanese government will 
submit to the Diet for its approval along with the budget for the fiscal year 
1937-38 a naval construction program calling for the expenditure of 
1,166,708,981 yen ($326,678,495) over a period of five years, in addition to 
the ordinary naval requirements. 

30. Japan launches the torpedo boat Sagi. 


February: 


2. Great Britain and Germany resume discussions for qualitative naval 
limitation along the lines of the 1936 London Naval Treaty. 

6. Germany launches the 10,000-ton cruiser Admiral Hipper. 

19. London dispatch reports that the Soviet Union has notified Great 
Britain of its intention to adhere to the protocol for humanizing submarine 


warfare, already signed by Great Britain, the United States, France, Germany, 
Italy and Japan. 


March: 


1. The United States Naval Appropriation Bill for the fiscal year 1937-38, 
authorizing an expenditure of $526,555,428, and including $130,000,000 for 
warship construction, is reported to the House of Representatives. The bill is 
passed with minor amendments by both houses on April 20. 

3. British naval estimates for the fiscal year 1937-38 are issued amounting 
to £105,065,000 and exceed by £23,776,000 the 1936 estimates. The construc- 
tion program provides for eighty new ships. 

18. In a statement to the House of Commons Sir Samuel Hoare, First Lord 
of the Admiralty, declares that Great Britain will retain 14-inch guns on 
35,000-ton battleships irrespective of what Japan may do. 

24. Japanese naval officials deny reports that Japan plans to build 40,000 
or 50,000-ton battleships. 

27. Japan advises the British government that she will not restrict guns to 
the 14-inch caliber as contemplated in the 1936 London Naval Treaty. 


April: 

6. Italian naval estimates for the fiscal year 1937-38, amounting to 
1,85 7,891,000 lire, are submitted to the Chamber. 
May: 


4. United States Navy Department asks Congress to make additional appro- 
priations for new construction purposes and the modernization of aircraft 
carriers. The reorganization of battleship and destroyer divisions is announced 
by Secretary Swanson on May 26. 

18. The United States Senate consents to ratification of the London Naval 
Treaty. 


June: 


8. Germany launches the 10,000-ton warship Bluecher at Kiel. 
17. United States Department of State reveals that inquiries had been made 
of Great Britain, Japan, France and Italy regarding the limitation of guns to 
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the 14-inch caliber on battleships and that the proposal had been rejected by 
the other naval powers. 
24. France ratifies the London Naval Treaty of March, 1936. 


July: 

10. United States announces that 16-inch guns will be mounted on the 
two new 35,000-ton battleships. 

17. After negotiations lasting over a year Great Britain signs bilateral naval 
agreements with Soviet Russia and Germany. Great Britain and Germany also 
exchange notes and a declaration linking the new treaty with the Anglo- 
German naval agreement of 1935, under the terms of which Germany agreed 
to restrict her fleet to 35 per cent of Great Britain’s total tonnage. Ratifications 
of the agreements are exchanged in London on November 4. 

25. Italy launches the 35,000-ton battleship Vittorio Veneto. 

29. The three-power 1936 London Naval Treaty goes into effect after rati- 
fications by Great Britain, Canada, Australia, New Zealand and India are 
deposited in the British Foreign Office. 


August: 


22. Italy launches her second 35,000-ton battleship, the Littorio, at Genoa, 
which carries nine 16-inch guns. 
26. United States launches the 10,000-ton cruiser Honolulu. 


September: 


21. United States Navy Department orders the reorganization of the navy 
along tactical lines instead of administrative lines applied heretofore. Under 
the new plan all destroyers attached to the scouting force will be transferred 
to the battle force, which will render a total force of twelve battleships, nine 
cruisers of 7,500 tons each and forty-two destroyers. The scouting force will 
consist of three old battleships, sixteen cruisers of 10,000 tons, seventeen air- 
craft squadrons and air tenders. 

23. Argentina’s seventh warship, the destroyer Misiones, is launched at 
Birkenhead, England. 

23. The new United States 10,000-ton cruiser Philadelphia is launched at 
the Philadelphia Navy Yard. 


October: 


2. The 10,000-ton United States cruiser Nashville is launched at Camden, 
New Jersey. 

4. Germany commissions new submarine flotilla of twelve ships at Kiel. 

28. United States Secretary of the Navy announces in the course of a press 
conference that the navy hoped to get authority from President Roosevelt and 
Congress for the construction of two new battleships in addition to the two 
now already authorized. 


November: 


6. Brazil christens her new gunboat Parnahyba, built at a Brazilian navy 
yard. 

16. The 10,000-ton United States cruiser Wichita, the last of the eighteen 
vessels of this class to be built under the terms of the expired London Naval 
Treaty, is launched at Philadelphia. 

16. The German Naval Yearbook discloses that the two new 35,000-ton 
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battleships under construction will carry 38- and 15-centimeter guns, or ap- 
proximately 15- and 6-inch guns respectively. 

20. Italy launches three submarines—the Marcello, Dandolo, and the 
Mocenigo—at the Montfalcone shipyards. 

20. United States destroyer McCall is launched at San Francisco. 

21. The 3,000-ton destroyer Taschkent, built at Leghorn, Italy, for Soviet 
Russia, is launched. 


December: 


1. The 1,850-ton destroyer Somers, the first of the new class of flotilla 
leaders, is commissioned at the Brooklyn Navy Yards. 

16. According to Weyer’s 1938 Naval Handbook just issued in Berlin, Ger- 
many is either building or has laid down plans for the building of 115 
warships with a total tonnage of 304,128. Her warship tonnage already in 
service, excluding all school and auxiliary vessels, is given as 134,339. 

28. In a letter to Representative Taylor, Chairman of the House Commit- 
tee on Appropriations, President Roosevelt states that he will ask Congress to 
authorize the enlargement of the naval building program beyond the $564,- 
406,461 earmarked for the fiscal year 1939. 


NEUTRALITY 


March: 


3. United States Senate by a vote of 63 to 6 adopts the Pittman neutrality 
resolution. 

18. United States House of Representatives by a vote of 376 to 12 passes 
the McReynolds neutrality resolution. 


April: 


29. Senate and House enact a compromise neutrality bill, which is signed 
by President Roosevelt on May 1. 


July: 

16. Secretary Hull issues a peace appeal to all nations, declaring that wars 
in any part of the world would affect all nations, that treaties and obligations 
should be strictly adhered to and that trade barriers should be lowered and 
armaments reduced. 

October: 


5. In a speech at Chicago President Roosevelt assails treaty-breakers and 
advocates quarantining aggressor nations. His speech is widely commented on 
in the world press. 


December: 


13. The sinking of the United States gunboat Panay by Japanese forces 
enables Representative Ludlow after an eleven-month fight to obtain the lacking 
signatures for the discharge of the House Judiciary Committee from further 
consideration of a resolution sponsored by him and providing for a war 
referendum amendment to the Constitution. The resolution is scheduled for a 
test vote on January 10, 1938. 
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PHILIPPINE ISLANDS 


February: 


17. President Roosevelt appoints Paul V. McNutt, ex-Governor of Indiana, 
as American Commissioner to the Philippine Commonwealth. 


March: 


10. During his visit to Washington President Quezon says that independ- 
ence should be granted by 1938 or 1939. 


April: 
14. A joint committee of American and Philippine experts is appointed to 


study trade relations between the United States and the Philippine Islands in 
the light of approaching independence. 


October: 


18. In a speech before the Philippine Assembly President Quezon again asks 
that the Philippines be granted full independence by 1939. 


November: 


17. In a statement to the press President Quezon intimates that he would 
welcome proposals for a dominion status for the Philippine Islands. 


TARIFFS 


UNITED STATES 
February: 

9. United States House of Representatives passes the bill extending for three 
years, until June 12, 1940, the President’s power to negotiate reciprocal trade 
agreements. The Senate passes the bill on the 25th. 

19. United States and El Salvador sign a reciprocal trade agreement, to 
become effective May 31. 


April: 
5. International Sugar Conference opens in London. A five-year agreement is 
signed on May 6 establishing export quotas for all producing countries and 


creating an international sugar council sitting permanently to study questions 
relating to sugar. 


June: 


19. Costa Rican Congress approves the trade agreement with the United 
States. The pact is to become effective on August 1. 

29. President Roosevelt and Premier van Zeeland of Belgium issue a joint 
statement following a conference at the White House on economic problems. 


August: 


6. The United States extends for another year the trade agreement with the 
Soviet Union granting that country “unconditional and unrestricted most- 
favored-nation treatment.” The Soviet Union agrees to purchase from the 
United States during the next twelve months goods amounting to not less than 
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$40,000,000, and agrees not to export to the United States during that period 
more than 400,000 tons of anthracite. 


November: 


18. The Department of State in Washington and the British Prime Minister 
in London announce that negotiations for a reciprocal trade agreement with 
Great Britain will soon begin. 

18. Simultaneous announcements are made by the United States Department 
of State and the Canadian Prime Minister that a new reciprocal trade agreement 
will be negotiated between the United States and Canada. 


December: 


17. United States and Italy sign a temporary commercial agreement under 
the terms of which Italy will cease discrimination against American goods and 
the United States will extend to Italy lower tariff rates embodied in reciprocal 
trade agreements between the United States and other countries. The agreement 
is to remain in force until the completion of a permanent treaty now under 
negotiation which is to replace the treaty of 1871, which terminated on 
December 15, 1937. 

20. United States Senate ratifies the international sugar agreement signed in 
London on May 6, 1937. 


OTHER COUNTRIES 
January: 
27. Austria and Germany sign a new commercial treaty for the year 1937. 


February: 


19. Cuba signs a reciprocal trade agreement with Great Britain under the 
terms of which Cuban goods will enjoy most-favored-nation treatment in Great 
Britain and preferential treatment will be accorded to British goods. 


April: 

5. Premier van Zeeland of Belgium confirms the report that he had been 
requested by the British and French governments to undertake an inquiry into 
the possibility of reducing the obstacles to international trade by making in- 
formal investigations in various countries. 


10. Italian Cabinet approves, for immediate application, commercial agree- 
ments with fourteen countries concluded since the raising of sanctions. 


May: 


28. The Scandinavian countries, Belgium and the Netherlands sign the Oslo 
agreement, providing for removal of certain quota and license restrictions and 
the stabilization of some tariffs. 


June: 


9. Government of the Netherlands grants to Great Britain and Germany, 
without any concessions in return, the same privileges granted to the signa- 
tories of the Oslo agreement. 

24. Germany arranges a triangular pact with Japan and “Manchukuo” 
under which German exports to Japan are to be balanced by Manchukuo’s 
exports of soya beans to Germany. 
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July: 


11. Following the second devaluation of the franc, the French government 
issues a decree providing for an increase of 13 per cent in the French tariff 
rates on products under quota. 

19. The German government announces the completion of a series of agree- 
ments for the restoration of normal trade relations between Germany and the 
Insurgent-controlled part of Spain. The agreements provide for unconditional 
most-favored-nation treatment by both parties and for immediate deliveries of 
iron and copper ore to Germany. 


September: 


15. Mexican government imposes a special tax on the invoice value of all 
merchandise shipped to Mexico, to be collected by Mexican consuls throughout 
the world. United States Ambassador Daniels asserts that the new tax violates 
the spirit of pledges made at the Inter-American Conference for the Mainte- 
nance of Peace in Buenos Aires in December, 1936. 


October: 


10-11. Japan imposes new import restrictions on approximately 300 cate- 
gories of foreign goods and approximately 700 luxury articles. 

18. League Assembly, without naming Secretary Hull’s trade agreements 
policy, adopts a resolution endorsing it. 


November: 


30. German firms in Cologne extend a large credit to ““Manchukuo” for the 
purchase of German goods. The credit is guaranteed by Manchukuo’s central 
bank and will be amortized in semi-annual payments ending in 1944. 


December: 


14. Denmark concludes a barter agreement with the Insurgent-controlled 
part of Spain, and on the 22nd concludes a similar arrangement with Italy. 

30. Italy signs a trade agreement with Japan under the terms of which new 
quotas will be established for an exchange of goods between Italy and Japan 
and between Japan and Ethiopia. 
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APPENDIX X 


TOPICAL GUIDE TO THE UNITED STATES IN WORLD 
AFFAIRS VOLUMES FROM 1931-1937 


Entries in bold-face type indicate the volumes, and entries in plain 
type indicate the chapters in the volumes cited. Thus, 1 indicates the 
volume for 1931, 2 the volume for 1932, 3 the volume for 1933, 
5 the volume for 1934-1935, 6 the volume for 1936, and 7 the vol- 
ume for 1937. The citation 3:10 refers to Chapter 10 of the volume 
for 1933. 

ARMAMENTS, LIMITATION OF, 1:13; 2:9, 12; 3:3, 13; §:10, II; 

6:3. 

ARMAMENTS, RACE, 5:11; 6:1, 7; 7:4. 
ARMS, EMBARGOES, 3:5, 5:13; 6:2, 9; 7:3 
AUSTRIA, 1:7}; 5:11, 12 

AUTARCHY, 7:5 


BELGIUM, 2:6; 5:4, 6; 6:11 
BRAZIL, 7:7 


CANADA, 2:5, 6; 6:10 

CHACO WAR, 2:4; 3:2, II; 5:7 

CHINA, 1:14; 2:11; 3:2, 14; 5:3, 6; 7:9, 10, II 
COLLECTIVE SECURITY, 5:12; 6:2 

COLOMBIA, 2:4; 3:2, II 

COMMUNISM, 6:5, 7:1, 2 

CUBA, 1:5, 6; 2:4; 3:10; 5:6, 7; 7:8 

CURRENCY STABILIZATION, 1:7; 3:73 5:43 6:11 


DoMINICAN REPUBLIC, 7:8 


ECONOMIC DEPRESSION AND RECOVERY, 1:1, 3, 4; 2:3, 93 3:1, 93 
7:5 

ETHIOPIAN WAR, 5:12; 6:2 

EXCHANGE CONTROL, 1:6; 3:4; 5:4 


Far EAST, 1:14; 2:11; 3:2, 143 5:9; 6:6; 7:9, 10, 12 
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FASCISM, 6:5; 7:1, 2 
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FOREIGN TRADE, 1:6; 2:3, 5; 3:23 5:6; 6:10; 7:5 
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6:1, 2, 4, 5, 7, 10, 11; 7:1, 2, 4 

GOLD AND GOLD STANDARD, 1:10, II, 12; 2:7; 3:1, 4, 7, 9, 123 
5:2, 4; 6:11. See also Currency Stabilization 

Goop NEIGHBOR POLICY, 3:11; 5:7; 7:6, 7, 8 

GREAT BRITAIN, 1:10; 2:6, 8, II, 12; 3:3, 5, 6, 7, 13; §:10, 12; 
6:2, 3, 4, 5) 7, 1; 7:1, 2, 4,5 


HAITI, 3:10; 5:7; 7:8 
HOoveER MorRATORIUM. See War Debts 


IMPERIAL ECONOMIC CONFERENCE, 2:6; 7:5 

INTER-AMERICAN CONFERENCE FOR THE MAINTENANCE OF PEACE, 
6:12; 7:7 

ITALY, 1:7; 2:11, 12; 3:3, 5, 6, 7, 13; §:1, 12; 6:1, 2, 4,5; 7:t, 2,4 


JAPAN, 1:14; 2:11; 3:2, 14; §:1, 9, 10; 6:1, 3, 6; 7:9, 10, 11 


LATIN AMERICA, 1:5; 2:4; 3:2, 10, 11; §:7; 6:12; 7:6, 7, 8 

LAUSANNE CONFERENCE. See War Debts 

LEAGUE OF NATIONS, 1:13, 143 2:4, II, 12; 3:2, 3, 5, II; §:11, 12; 
6:2, 4, 5; 7:10 

Leticia DISPUTE, 2:4; 3:2, II 
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MUNITIONS TRAFFIC, 5:13; 6:8; 7:3 
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Russia. See U.S.S.R. (Union of Soviet Socialist Republics) 


SILVER, 1:2; 3:8, 12; 5:3; 7:6 
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